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of crisis in Paris and Brussels and London this week is, on the surface, 
concerned with the technicalities of the Intra-European Payments 
Scheme. These technical difficulties (which are discussed in detait in 
an article on page 31) can undoubtedly be removed—they may indeed 
have been settled by the time these lines appear—and a 
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For every export placed through bilateral dealing. some other 
export is lost through the growing unwillingness to hold 
sterling. : 

This unwillingness has been accentuated by the belief 
that a currency which traders are increasingly unwilling to 
hold must of necessity be overvalued. And the suspicion that 
the pound will have to be devalued has in turn discouraged 
countries from holding sterling which might at any ume 
begin to fall. Thus the method of trading based upon strict 
bilateralism and upon discriminatory trade, which is designed 
and only defended as an attempt to secure Britain's final 
reserves, is beginning to fail in its acknowledged task. In the 
seller's market that has prevailed in the last few years these 
methods of trading have been technically effective ; they 
have protected Britain’s slender gold and dollar reserves. But 
in the new. circumstances, where traders increasingly have 
choice of supplies and a choice of markets, these methods will 
no longer work. In spite of all that can be done by bilateral 
deals, the reserves are again running out. If the policy con- 
tinues unchanged, the British economy threatens to settle by 
the stern long before 19§2. 


* 


What can be done about it? There seem in fact to be 
only three courses before the British people. The first, the 
easiest to slip into and the most dangerous would be to 
attempt to make no change at all and to continue the policy 
of strictly controlled, strictly discriminatory, high-cost trade 
within an insulated sterling area. Such a policy is economi- 
cally impossible and politically disastrous. Other countries 
can be made, by bilateral deals, to take high-cost British 
goods only to the extent that they feel themselves compelled 
to do so, and the degree of compulsion is falling every day. 
To continue with such a policy now, twisting into ever 
new Schachtian ingenuities, would simply mean that the 
volume of imports that could be paid for by British exports 
would steadily fall. It might perhaps be a feasible policy for 
a self-contained country that did not have to import a certain 
minimum quantity of food and raw materials to live. But 
for Britain it would be disastrous at home and ruinous abroad. 
The partners in the sterling area would hardly support an 
association designed to maintain an overvalued currency de- 
nuded of all financial backing. At home, the end of the reserve 
could only mean huge cuts in imports, and the resulting dis- 
location and unemployment would create precisely the type 
of crisis which the maintenance of the present controls is 
supposed to prevent. Politically, an insulated sterling area 
pushed to the limit would cut Britain off from the United 
States and from its trading partners in Europe and thus 
undermine all hope of achieving through co-operation an 
expanding world economy and freer world trade. 

A second course would lie in seeking further subsidies, 
but the proposal has only to be named for its impossibility to 
be clear. There is no likelihood whatsoever of the American 
Congress—the only source of such a subsidy—providing still 
more dollars for a Britain which gives much less promise of 
moving towards solvency. And if by some wild chance such 
a policy were conceivable, it would at this stage do a dis- 
service to the British people. The principle of the Marshall 
Plan is that dollars will be provided as a free gift for Britain 
while policies are pursued that will restore the financial inde- 
pendence of the British community. For a brief period last 
winter it looked as if it might be working. But it is now 
apparent that this was an illusion. There has not been nearly 
enough progress towards self-support. Indeed, if the 
American critics of the Marshall Plan say that the dollars 
have merely removed from the British people the harsh pres- 
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sure of circumstances that would otherwise have compelled 
them to make the necessary adjustments, it is very hard at 
this moment to quarrel with them. At some point, the re- 
adjustment must come. The community cannot perpetually - 
consume more than it earns and now that the aftermath of 
the war has been overcome in Europe, any increase in subsi- 
dies or extension of them beyond 1952 would only reinforce 
the British illusion that by controls at home and bounty from 
others, a gallon of living standards can be got from a pint pot 
of production. 


* 


There remains a third course, the most difficult, perhaps, 
but certainly the most realistic and in the long run the only 
one by which economic salvation can be achieved. It is in 
simple terms a policy designed to compel the country to pay 
its way, to produce enough goods cheaply enough to pay for 
its imports and to increase the competitive efficiency of the 
British community to such an extent that the desired standards 
of living can be achieved without subsidies from neighbours 
and without brandishing the dangerous weapons of trade-by- 
compulsion. It would be good to believe that this concentra- 
tion upon productivity and efficiency—which has been on 
Ministers’ lips often enough in the last nine months—could 
be achieved by exhortation alone. If explanatory and en- 
couraging speeches could bring management and labour to 
new efforts, the tide would surely have turned already. The 
unhappy fact is that neither side feels the compulsion to 
cut costs. Business concerns selling all they care to produce 
at fancy prices, workers going slow or seeking a shorter week 
in return for higher pay are still protected against the cold 
wind of competitive economic reality. Now, however, there 
is no choice. One way or the other, in a period that has 
to be reckoned in months rather than in years, the reserves 
will run out. Can the change in economic climate be linked 
to a genuine change in policy or will it simply bring on the 
helpless bankruptcy of what has gone before? 

There is nothing impossible about a policy of adjustment. 
The inherent advantages that have made Britain a great trad- 
ing nation are still there. This island still stands at the cross- 
roads of the world ; raw materials and food can be brought to 
it from the ends of the earth more cheaply than they can be 
moved internally in continental countries ; there is a large 
supply—now the second largest in the world—of skilled and 
experienced craftsmen ; there is a well articulated structure of 
industrial capital that, for all the neglect it has suffered, is 
still one of the largest and most varied in the world ; there 
is a homogeneous population and an efficient—an all too 
efficient—machinery of government. These are formidable 
advantages. They mean that the British people should find it 
much easier than most to give what the world accounts value 
for money. But value for money they must give. The adjust- 
ments that are necessary before Britain is again giving value 
for money are not very large. It may be necessary to reduce 
the standard rate of real wages—but probably not by very 
much. It will certainly be necessary to increase the standard 
of effort and effectiveness—but not above what is already 
often achieved in this country. But, large or small, the adjust- 
ments must be made. And since it is now manifest that the 
prevailing mixture of good intentions and restrictive actions 
—what passes by the name of Planning—is only making the 
situation worse, some other policy must be tried. 


Nor is it necessary to assume a change in political direction. 
What has been at fault in these years has not been the delib- 
erate policy of one party, but the illusions and the wishful 
blindness of a whole people. What will put matters right {s 
not a switch from something called socialism to something 
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called conservatism, but a switch from policies (to which 
both sides of industry have contributed) making for steadily 
rising costs of production to policies that concentrate on pull- 
ing them down. This cannot be done without at least the 
collaboration of political Labour. But if Socialists really 
believe that their policies can make the British economy more 
efficient, now is the time for them to prove it. 


The years that have been wasted mean that there is now 
very little room for manoeuvre or choice left to the British 
economy. Within a very short time from now, it must be 
competitive. That time will come not in 1952 but this 
summer and autumn. Having failed to plan and exhort them- 
selves into competitive efficiency when the world was ready 
to buy them time to do it in, the British people must now, 
willy nilly, submut themselves to the harsh compulsions that 
will force them into self-support. 


There is, however, one choice left—to face the crisis with 
new policies and a new spirit, or to drift into it crippled by 


Inquest on 


FTER two years’ work the Royal Commission on the 
Press hands back to the newspaper industry and the 
journalistic profession most of the difficult and controversial 
questions on which it was commanded to report. The story 
of its appointment began with a debate in the House of 
Commons in October, 1946, during which a group of Labour 
MPs—some of them journalists—made serious charges 
against proprietors, editors and former colleagues which could 
not be allowed to rest without full and impartial investigation. 
The case then made out owed much to complaints and 
investigations—rather superficial as it turns out—by the 
National Union of Journalists, which sounded the more 
sinister for coming from the profession itself. The Cabinet 
then decided that “free expression of opinion through the 
Press and the greatest practicable accuracy in the presentation 
of news ” were in danger and that there were “ monopolistic 
tendencies in control”; so, in April, 1947, a Royal Com- 
mission was appointed. The terms of reference were 
criticised for showing a bias, amounting almost to a desire to 
prejudge the issue, since they instructed the Commission to 
inquire only into the “ control, management and ownership ” 
of the Press and appeared to leave out the activities of the 
members of the NUJ itself. The criticism is justified ; but 
in the event the Royal Commission have not been limited by 
the precise wording of their terms of reference, and it is the 
Press as a whole, and not merely its capitalists, who came 
under review. Indeed, the capitalists, on the whole, get 
off more lightly than the journalists, 


The proprietors and managers leave the dock in which 
they have been standing, discharged with only a few—and not 
irremovable—stains on their characters. They are, however, 
bound over to think seriously about the dangers and duties 
of their daily tasks, and they are advised to concert some 
means of helping the weaker brethren among journalists to 
maintain high standards, and ways of persuading the wickeder 
to restrain their desire for commercial success at the cost of 
accuracy and fairness. 

It may appear, therefore, that there has been much ado 
about nothing, that the Royal Commission have wasted time 
and money. On the contrary, they have done a thorough, 
interesting, closely argued and in some respects new piece of 
work. Journalists will be grateful not least for the sensible 
and understanding manner in which their Report describes 
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clinging to the rigidities of the last four years. The choice 
is admittedly difficult, since to abandon the defence mech- 
anisms of today involves changes in habit and effort and 
outlook which a democratic community rarely makes except 
in time of war. But the gains may be correspondingly great. 
It is clear that an isolationist, self-insulating Britain is rapidly 
exhausting not only its monetary reserves but the stocks of 
constructive good will available among its friends and trading 
partners. But a resurgent, creative, risk-taking Britain would 
arouse new responses and create new possibilities of inter- 
national co-operation. Few people knew in the lonely 
defiance of 1940 that Cash and Carry would soon make way 
for Lend-Lease, but the decision was taken all the same to 
use the last pitifully inadequate reserves as a base for action, 
not to try to husband them by playing safe. The challenge 
today, if less sensational, is no less testing. It is not a trick 
of rhetoric but solid truth to say that Britain needs the same 
effort, the same audacity and the same greatness of spirit 
to survive. 


the Press 


the difficulties of reporting and commenting for a daily news- 
paper—and even for a periodical. They should welcome, 
too, the uncompromising way in which the Report defends 
their independence of government and examines closely all 
proposed improvements for signs that they would involve a 
loss rather than a gain in freedom. In the process some 
ingenious but mischievous ideas have disintegrated. 
* 


Besides an impressive display of argument, in the course 
of which such emotional words as “ bias,” “monopoly,” 
* sensationalism,” “chains” shrink to sensible proportions, 
there is an impressive display of new information. A firm 
of chartered accountants collected financial and statistical 
material, which is both more comprehensive and more up to 
date than that contained in the hitherto standard report of 
PEP ; and a special research staff has produced interesting— 
though in no way surprising—studies of the way in which 
different newspapers use their space. The sting in the Com- 
mission’s references to inaccuracy and bias come out most 
clearly in a most entertaining Appendix, which studies in 
detail the way in which nine national newspapers treated four 
important controversies of high political and popular interest. 
It may be said that what emerges from this analysis is the 
commonplace conclusion that the “ quality” newspapers did 
a full and fair job, and the “popular” newspapers a 
job that was certainly not full and in most cases less than 
fair. The conclusion was already known to most people, but 
the evidence holds up a mirror in which reporters and sub- 
editors may study themselves and have a healthy laugh at 
their own expense. 

The Commission had to consider four main charges against 
the daily press, the news agencies and the periodicals; that 
in London and the provinces there are monopolies—that is 
to say, excessive concentrations of ownership—and that there 
is a tendency for them to increase their power ; that this con- 
centration is a main cause of inaccurate presentation of news 
and of over-partial comment ; that “external influences ” 
work against freedom and accuracy ; and that some action is 
needed—from outside or inside the industry—to preserve and 
promote that freedom and accuracy. EOE, 

On the first charge the Report gives a categorical answer: 
save in the case of one financial daily, “there is nothing ap- 
proaching a monopoly in the press as a whole or in any class 
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of newspaper.” The largest single ownership lies sir 
Kemsley Newspapers, with 17.18 per cent of the total ©: 
general daily and Sunday newspapers. It is true that there 
was a strong trend, between 1921 and 1929, towards concen- 
tration of ownership in provincial newspapers which now 
appears to have ceased ; but in national newspapers there 
has been a strong trend away from monopoly in the last 
twenty-five years. The Commission sees no reason to 
expect the trend to concentration to reappear and it finds 
that the decrease in the number of daily newspapers does 
not yet prejudice the public interest.” 


In short, it is argued that the appearance of monopoly 
arises more from mass circulation than from facts of organi- 
sation and direction ; and in the course of the argument the 
Report acquits the great newspaper “ chains ” of the main 
general charges against them. It accepts the sensible view, 
which is that the “chain ” system can affora to give its pro- 
vincial papers feature and foreign material, as well as first- 
hand reports of events of national interest, such as the inde- 
pendent provincial paper can no longer afford and without 
which it cannot compete for long against the national papers. 
As for the news agencies, the Commission is satisfied that 
two providing home and four providing foreign news ensure 
effective competition and coverage. The Report is, therefore, 
content with two minor recommendations in this part of its 
inquiry: that every newspaper belonging to a “chain” 
should make the fact clear on its front page, and that any 
cases of real monopoly should be investigated by the 
Monopolies Commission. 


On the charge of inaccuracy in news and unreasonable 
bias in comment the Commission could, of course, recom- 
mend no cure by legislation or prescription. In two excel- 
lent chapters entitled the “ Performance of the Press” and 
“Formation of Policy” they describe the chief causes for 
these obvious faults: competition for circulation—especially 
between the Daily Express and the Daily Mirror—the “ re- 
write man,” haste and straining after effect, changes between 
editions, and the influence in the editor’s chair and the pro- 
prietor’s home of powerful personalities with strong opinions. 
The examples they give are fair and salutary, ranging from 
the brutal candour of the editor of the Sunday Express—“ the 
plain fact is—and we all know it to be true—that whenever 
we see a story in a newspaper concerning something we know 
ahout, it is more often wrong than right "—to the winning 
frankness of Lord Beaverbrook who, when his editors dis- 
agreed on matters of Empire, “talked them out of it.” 
In fact the root of the trouble lies in the journalists themselves 
and the conditions of their work—not in facets of organisa- 
tion, “ commercialism,” or malevolent influences. To quote 
one of the most sweeping expressions of a judgment that 
often recurs in the report: 


The public can therefore dismiss from its mind any mis- 
giving that the press of this country is mysteriously financed 
and controlled by hidden influences, and that it is open to 


the exercise of corrupt pressure from self-seeking outside 
sources. 


uld be made clear, however, that the Commission 
> and severely condemn individual cases of distor- 
tion untruth which have been proven ; what they avoid is 
thé ‘reckless, critical generalisations about the press as a 
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whole which led to its appointment. Indeed, some of the 
most remarkable examples of inaccuracy exposed in the 
Report are not drawn from the newspapers at all but from 
the evidence of that little band of MPs, journalists by profes- 
sion and socialists by conviction, whose allegations stirred up 


HAIN CIRCULATION AS PERCENTAGE OF TOTAL CIRCULATION 
P OF NEWSPAPERS 


Cj1937 46681947 


the agitation of 1946 and led to the appointment of the Com- 
mission. With the help of their research staff and by the con- 
fronting of witnesses the Commission were able to show how 
fallible is the human memory, how often a case is ruined 
by exaggeration. The allegations about “ black lists,” about 
pressure from advertisers, about film critics being victimised 
by film companies have been much deflated by inquiry. This 
is the conclusion of the Commission on the performance of 
these critics : 


We called before us several of the journalists who spoke in 
favour of the motion demanding the appointmeat of the 
Commission, but neither they nor the National Union of 
Journalists produced much positive evidence in support of 
their criticisms, and some of what was produced did not 
stand up to examination. The Memorandum submitted to 
us by the union was not a survey of the press as a whole 
but rather an attack on the right-wing portion of it. 


In short, this little group of politicians—the Fifth Column 
of the Fourth Estate—allowed their political ambitions and 
prejudices to blind them. There is a delicious irony in the 
fact that the net effect of their initiative is to provide an im- 
pressive demonstration that the capitalist owners of the press 
have a much better sense of accuracy and fairness than at 
least the Socialist partisans among their employees. Those 
who remember the succession of events in 1946 will find it 
difficult not to believe that a certain element of vindictiveness 
against their critics also inspired the Cabinet, or some of its 
members, in deciding to set up the Commission. They also 
have been hoist with their own petard. Mr Aneurin Bevan 
is not mentioned in the Report ; but his severest enemy could 
not wish to have the irresponsibility of his references to “ the 


most prostituted press in the world” more completely 
exposed and discredited. 


What, then, do the Commission recommend? Is all 
well with the press ? Certainly, that would be going much 
too far. Apart from many detailed comments and criticisms, 
the Report makes one general point of great force. The 
British press, it says, 

provides for a sufficient variety of political opinion but not 

for a sufficient variety of intellectual levels... . There is a 

lack of newspapers more serious and better balanced than the 

popular papers but more varied and easier to read than the 
quality. 

It is also apparent that the Commission is not at all happy 
—as who can be—about the intellectual level of much that 
is offered to the mass of the public, and that its unhappiness 
remains even after it has made the point that “a newspaper 
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cannot raise its standard far above that of its public.” The 
tendency to lower standards in order to seck competitive 
advantage, it says, 

is not always resisted as firmly as the public interest requires. 

The press does not do all it might to encourage its public 

to accept or demand material of higher quality. 

This week’s headlines saying “ British Press Is Vindicated ” 
therefore fall below the standard of accuracy that the Com- 
mission enjoins. But where the Report is quite flat-footed 
is in saying that the causes of the shortcomings of the press 
*“ do not lie in any particular form of ownership.” Capitalistic 
ownership of the press, so far from being poisonous, is essen- 
tial, 

Free enterprise is a prerequisite of a free press, and free 
enterprise in the case of newspapers of any considerable 
circulation will generally mean commercially profitable 
enterprise. 

The Commission see no need for legislation, for public 
action, for a purge of Fleet Street. They have found that they 
cannot draw up an indictment against a whole industry, an 
entire profession. But they do recommend most emphatically 
an effort to recruit and train better journalists. They find the 
methods of recruitment—especially in the provinces—hap- 
hazard ; the arrangements for training are judged crude, save 
in the Kemsley group. The Report draws a clear distinction 
between learning to be a journalist and acquiring the degree 
of general education which it is necessary for a journalist 
to have. In insists, quite rightly, that the cure for many 
evils lies here, and it was worth having a Royal Commission 
just to say this. 

* 


When we come to the main—in fact the only considerable 
—recommendation of the Report approval must wait on 
further explanation and definition. It is proposed that a 
General Council of the press, with a paid chairman from 
guiside the profession, should be constituted by the press 
itself. It would have 25 members, representing proprietors, 
editors, and other journalists, and one fifth of their number 
would be “lay members.” (Two journalists on the Com- 
mission disagree with the proposal for “lay members ” and 
point out that no other professional organisation has found 
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their presence necessary.) The Council would represent the 
press as a whole and “ safeguard its freedom”; it would 
encourage the sense of public responsibility and service ia 
the profession ; it would improve education and training. It 
would also—and here comes the difficulty—build up a pro- 
fessional code by “ censuring undesirable types of journalistic 
conduct,” by receiving complaints about the press, and by 
dealing with these “in whatever manner may seem to it 
practicable and appropriate.” = 


The question at once arises whether such a Council could 
do anything that cannot already be done by proprictors, 
editors and journalists through their existing organisations. 
The great majority of those who know the trade will answec 
no. Such an organisation tends to be staffed by those who 
have the time to serve on it—which, in a busy trade, means 
the less successful and the less imaginative. It would concern 
itself much with formalities and trivialities, and if it did 
take up something important, how could it enforce its 
judgments and its code? The answer is that it could not, 
without statutory authority ; and this the Commission rule 
out. The only argument for the proposed Council that is 
likely to”carry any weight at all in Fleet Street is that the 
press should regard it as a necessary part of its public rela- 
tions and that it would play a useful part in reassuring those 
sections of public opinion that have been much disturbed by. 
reckless allegations. But the Report itself is likely to be the 
strongest counter to this. In any case, the Royal Commission 
make it clear that their proposal is no more than a recom- 
mendation to the press. For the essence of their report is 
that the press, having been acquitted of general charges, 
should be trusted to set its own house in order and abolish 
or restrain those practices that have brought some news- 
papers into disrepute. In fact the Royal Commission have 
handed over to Fleet Street the problem over which they 
have spent two years—not, it is true, without reducing its 
proportions and clarifying its nature. The result could have 
been foreseen, and it is to be hoped that more sober counsels 
will be contributed to discussion of the proposed Council 
than were contributed to the campgign of 1946, which led to 
this illuminating but inconclusive inquiry. 


A Year of Titoism 


URING the year which has followed the famous resolu- 
tion of the Cominform expelling Jugoslavia from its 
membership, Titoism has become an_ intérnational 
phenomenon. With the single exception of Czechoslovakia, 
all the east European Communist parties have undergone 
purges of “ nationalists.” Their first victim was the Rumanian 
Patrashcanu, whose disgrace actually preceded that of Tito. 
Later in 1948 came the turn of the Pole, Gomulka, and the 
Albanian, Koci Xoxe, of whom the first has so far escaped 
lightly with the loss of his important state and party functions, 
while the second was executed a month ago. In 1949 Bol- 
shevik vigilance has unmasked the Bulgarian vice-premier 
Kostov, the Greek rebel leader Markos Vafiades and the 
former Minister of the Interior in Hungary, Rajk. The last- 
named has even been accused of espionage on behalf of the 
imperialists, and thousands of spontaneous telegrams have 
already poured in from the toiling masses | SERRE” a rope 
for the traitor,” 


Each case has’ focus further confirmation of the fact, 
long pointed out in The Economist; that Titoism consists 
not in any mistake of social or economic’ policy, or party 


tactics, but in insufficient adulation of the majestic figure of 
Stalin, “ leader of the world proletariat,” and of those men 
whom, in his infinite wisdom, he has appointed to give in- 
structions to the young and inexperienced Communist parties 
of the “liberated” countries. The crime of Kostov, as 
described in an article in the organ of the Cominform by a 
former Secretary of the Comintern, the Bulgarian Vasil 
Kolarov, was that he failed to realise that “ secrets and com- 
mercialism do not figure in Soviet-Bulgarian relations.” 
Kostoy “ systematically withheld from Soviet trade represen- 
tatives the price at which Bulgaria sells certain goods to capi- 
talist states.” The great George Dimitrov himself declared 
Kostov guilty of “ the sharncfu assumption that the Soviet 
Union might injure the state interests of Bulgaria.” Thus, 
any Communist who considers his country an independent 
state when dealifig with a representative of the USSR is 
guilty of the impious offence of “ nationalism.” The most 
eminent criminals have been publicly denounced, and in each 
party the lesser offenders are being sought out and rendered 
harmless. 


The purge is unlikely to stop there. The history of Soviet 
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Communism shows that the suppression of one “ deviation ” 
is usually followed bythe “ unmasking” of its opposite. 
When the Trotskyists had been liquidated, it was the turn of 
the Bukharinites. The Soviet press today denounces with 
equal rage the twin opposite sins of “ nationalism ” and “ cos- 
mopolitanism.” Both heresies are, it maintains, weapons of 
American imperialism for undermining the true faith. It is 
significant that the campaign against cosmopolitanism in the 
USSR is specially directed against that group among its 
citizens whose whole history and character make it most 
liable to this sin—the Jews. In the recent purge of dramatic 
critics guilty of cosmopolitanism, the defenders of the true 
faith took special pleasure in “ unmasking ” the Jewish names 
of several sinners who wrote under Russian pseudonyms. 
Thus the Moscow Literary Gazette of March 9th unmasked 
comrades Zhadanov-Liefschutz, Sanov-Smulson and Martich- 
Finkelstein. Readers will remember how the Volkischer 
Beobachter used to refer to Litvinov-Finkelstein. There are 
many Jews among the leaders of the east European Com- 
munist parties. The Hungarian party’s leaders. Rakosi-Roth, 
and his colleagues, Berman and Minc in Poland. and Pauker 
in Rumania, will now presumably make great efforts to avoid 
the accusation of cosmopolitanism. 


* 


The grotesque aspects of this purge should not be allowed 
to obscure the fact that it has attained its main object—to 
clamp down the Russian vice still tighter on eastern Europe. 
Just as the wartime phrase “ governments friendly to the 
Soviet Union,” accepted at its face value by President Roose- 
velt, proved in practice to mean quisling regimes of Soviet 
puppets, so the slogans “socialist comradeship” and 
“ proletarian internationalism” are a rhetorical camouflage 
for total obedience to the Politburo of the Soviet Communist 
Party. The Politburo recognises only two categories of 
human being, whether within or beyond the frontiers of the 
Soviet Union—enemies and slaves. At present in eastern 
Europe the first category outnumbers the second. The purge 
has consolidated the second category ; for its increase the 
Moscow planners rely on time and their well-tried methods 
of education. When, for a whole generation, all children 
have been removed from the influence of either priests or 
liberal teachers, a substantial army of enthusiastic slaves 
should be available to do the master’s work. 


Meanwhile, as a result of the spring-cleaning of 1949, 
the east European Communist parties will be more perfect 
instruments. Some discontent and bewilderment will have 
been caused within their ranks, but it is unimportant. There 
is plenty of hatred of Communism and of Russia in eastern 
Europe, but it is unorganised and powerless. Communist 
Party members have to fear the wrath of their hierarchical 
superiors in Moscow and the wrath of the non-Communist 
masses of their own peoples. The double fear will keep 
them to the party line. Perhaps a more serious loss to Moscow 
will be dismay among Communists beyond the Liibeck- 
Durazzo line. With the examples of Kostov, Gomulka and 
Rajk before them, can weSrn Communists maintain that 
Communism would bring their countries freedom, inde- 
pendence and prosperity? Would it even bring them, 
personally, the office and the influence of which they dream ? 
But this is, generally speaking, only a reaction of intellectuals. 
The hard core of French and Italian labour will remain loyal 
to the party as long as prices are high, food is scarce and 
unemployment threatens. And it is on the indoctrinated 
party cadtes and the industrial masses that Moscow relies 
to keep western Europe ; 
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The debit side of the balance, for Communists, is Jugo- 
slavia, and the loss is serious. Until Moscow deliberately 
picked its quarrel with Tito, Jugoslavia was the south-western 
bastion of the Soviet position in Europe. Through its territory 
the Soviet Union had access to the Adriatic. Now bitterness 
and suspicion have reached such a point that Moscow can 
certainly no longer rely on Tito. Abandonment of support 
for Jugoslavia’s claims against Austria at the Paris Conference 
last month is only the last of a series of injuries to Jugoslav 
interests. Though Tito is still far from the subservience to 
the western powers of which Soviet propaganda accuses 
him, he is certainly no longer a reliable Soviet vassal. This 
means that only Albania is left as a lonely outpost of the 
Soviet empire on the Adriatic. It is true that its ports, 
Durazzo and Valona, though lacking in modern equipment, 
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possess great strategic importance, as they dominate the 
Straits of Otranto. Some, at least, of the Soviet military and 
civil technicians withdrawn from Jugoslavia are now in 
Albania. Polish, Soviet and Rumanian ships, passing through 
the Danish Belts, Gibraltar or the Dardanelles, are bringing 
materials required for the projected industrialisation of 
Albania. High among its priorities are the extension and 
fortification of the ports and the construction of a railway 
to link them with Albania’s eastern frontier. But even if 
mass labour conscription, police terror and supervision by 
Soviet engineers could soon accomplish these enormous tasks, 
the result would be of small value to the Soviet Union as 
long as the obedient vassal Albania is cut off from the 
obedient vassal Bulgaria by the Macedonian provinces 
belonging to Jugoslavia and Greece. Perhaps the most im- 
portant reason for creating the Dimitrov empire, or “ South 
Slav federation,” with its enlarged Macedonian republic 
gravitating towards Sofia rather than Belgrade, would be to 
give the Soviet Union direct access to two branches of the 
Mediterranean, to the Aegean at Salonica and Kavala, and to 
the Adriatic at Valona and Durazzo. The ghosts of 
Aehrenthal and Izvolsky might smile to see the revival, in 
the age of “ people’s democracies,” of the Balkan railway- 
building imperialism of the turn of the century. 


ite ae Pes resistance in Jugoslavia and Greece 
is a fact. A s perfectly capable of suppressing any revolt 
among his Macedonians, and there is not even any evidence 
that his Macadogtips wish to revolt. The hold of the Greek 
rebels over Gr edonia is precarious, and the removal 
of Markos cannot have improved the morale of those of his 
followers who believed themselves to be fighting, not for 
Russian imperialism, but for democracy. Civil war 
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has not sufficed to destroy Greece, and in Jugoslavia civil war 
is not a likely prospect. Invasion of Jugoslavia by Bulgarian 
or Hungarian troops—of which there is no sign—would be 
repelled: invasion by Soviet forces would involve unpredict- 
able international risks. 

Access to the Mediterranean will remain one of the prin- 
cipal objectives of Soviet policy. The Jugoslav and Greek 
obstacles may .cause Moscow to postpone its plans ; they will 
never be abandoned. To keep the Russians back from the 
Mediterranean should be one of the principal aims of the 
western powers. It is worth financial effort to strengthen the 
Greek economy and to hasten the victory of the Greek army 
over the rebels, If necessary, more funds must be spent, 


More or Less 


T was recently reported in the American magazine Fortune 

that Mr Vincent Tewson, General Secretary of the TUC, 
on being asked in New York, where he was attending the 
meetings of the Anglo-American Productivity Council, 
whether British industry needed more or less competition, 
replied laconically “less.” It is perhaps unreasonable to 
expect Mr Tewson, as a good trade unionist, to hold any 
other view, although it might have been hoped that a first- 
hand inspection of American productivity and American 
wages would have produced a more constructive reply. No 
correspondingly succinct comment has been elicited from the 
representatives of the British employers on the Anglo- Ameri- 
can Council, but there is no reason to think that it would have 
been very much different. Capital and Labour in British 
industry are formally divided on the issue of “ free enter- 
prise ” versus “ socialism.” But except on the point of who 
shall own industry (which is by no means a vital one to the 
unions), there is not a great deal of difference between the 
visions they cherish of what the ideal organisation of industry 
should be. Both of them accept the notion of a non-com- 
petitive industrial order, closed to irritating newcomers and 
accepting technical advances only at a pace that does not 
involve either loss of investment or displacement from jobs 
for those who are committed to older methods. This is what 
the unions mean by “socialism.” And it is also (with a 
reservation on ownership) what most businessmen mean by 
“ free enterprise.” 


It is very easy to rail against this general attitude. But 
the very fact that it is so general suggests that it corresponds 
to something very real in every contemporary society. If 
the question is raised in the abstract, then the overwhelming 
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more experts sent, and more intervention take place in the 
organisation and personnel of Greek government, provided 
that Greece is thereby strengthened. It is worth short-term 
economic loss to help Jugoslavia resist the Cominform 
boycott, provided that it is reasonably certain that Tito will 
in fact use such help to increase his power of resistance. It 
is worth diplomatic effort to bring the Jugoslav and Greek 
governments to recognise the lesson of both countries’ 
histories: that when threatened by Bulgarian and Albanian 
tools of a Great Power both must stand together. Success or 
failure in these tasks by the western powers will decide 
whether the campaign against Titoism will have served or 
harmed the Soviet cause. 


Competition? 


popular vote, as a recent Gallup Poll has shown, will go in 
favour of the society that provides maximum security (which 
is the same thing as maximum protection for established 
activities) as against one which provides the maximum material 
income. The intensely competitive American system has pro- 
duced, according to the claims of its advocates—and some at 
least of them must be conceded—the highest standard of 
living, the greatest technical achievements, the most invincible 
military and naval power, the highest level of athletic excel- 
lence, and for that matter the best-looking girls and the finest 
babies, that the world has ever seen. It is also just as well 
for the Old World to remember that it provided the where- 
withal for Lend-Lease and for ERP. 


But it has undeniably produced in addition a larger crop 
of stomach ulcers, psychoses, neuroses, suicides, divorces, and 
miscellaneous and highly coloured crime than in less com- 
petitive countries. So far as the available information goes, 
all these phenomena of personal instability and unhappiness 
are more frequent—and some of them much more so—in 
America than in Britain. To live the whole of one’s life at the 
competitive pace and concentration of a Grand National 
jockey is good neither for private happiness nor for civic 
health. Better a dinner of herbs, many Europeans would 
sincerely hold—better a dinner of herbs supplied by the 
inadequately aggressive economic system of the Old World, 
and some measure of peace of mind therewith, than a stalled 
ox gobbled at the competitive quick-lunch counter.. Nor are 
Europeans the only people to hold this opinion. The Gallup 
Poll asked the same question, posing the choice between more 
security and more income, not only in Britain and Sweden, 
but in the United States, in Canada and in Australia. Every- 
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where there were large majorities for security ; but it is sig- 
nificant that the majorities were notably higher in the 
pioneering, risk-taking atmosphere of the New World and the 
Great Open Spaces. If it is a straight contest, as a matter 
of abstract principle, between Security and Competitive- 
Efficiency, then competition is apparently not what people 


-want even in the land where its praises are most loudly sung. 


* 


But in Britain in 1949, unfortunately, the case is not abstract 
and academic, it is concrete and pressing. The choice is not 
between more income and more security but between more 
efficiency (which almost certainly means less security) and 
less income. It might be that if the public were asked in a 
Gallup Poll if they would prefer less income or less security 
they would still answer less income. But they would not 
mean it, for they would not understand the implications of 
the question, and they would certainly be quick to howl down 
any Government that accepted such a verdict and gave up 
the fight to maintain the standard of living. The choice of 
security at the cost of income is acceptable if those who 
make it are, in fact, prepared to content themselves with a 
dinner of herbs. But it is evident that they are not. 
Organised British labour, whose interests Mr Tewson repre- 
sents, demands nothing less than a stalled ox: roomy and 
well-equipped houses, good and varied food, secondary educa- 
tion for all, health services on tap, ample spending money, 
shorter hours, longer holidays, and a substantial “ floor” to 
the economic system for the benefit of all those who fail to 
make the grade. It demands, in short, all the fruits of the 
highest productivity, a higher productivity than Great 
Britain has ever achieved. And in view of the mass of human 
suffering and frustration, of slums and malnutrition, of ignor- 
ance and ill-health, of wasted lives and wasted talents, which 
is summed up in the word “ poverty ” and is implicit—at all 
events in an industrial community—in that innocuous 
metaphor of the dinner of herbs, they are perfectly right. 


Who wills the end, however, must will the means. High 
standards can only be supported by a highly productive 
economy—not in the naive sense of maximum quantity at 
any cost, but in the genuine economic sense of a high return 
from all the productive resources. It means the use of labour, 
enterprise, equipment, and raw materials in the place and the 
manner in which they will count for most. That can never 
be achieved under any corporative system of self-government 
in industry, for it presupposes all that the vested interests in 
industry, who would do the self-governing, would most 
heartily oppose. It means that the low cost producer—the 
firm who by an intelligent use of their labour and their skill 
could sell a better product at a lower price—would attract 
capital, brains, and labour, while the less efficient, albeit the 
old and more famous firm, would either follow suit or dwindle 
into bankruptcy. It means that towns or districts historically 
associated with a particular process or product would have 
to face either a radical change of pursuit or insolvency and 
depopulation. It means that famous names in British indus- 
trial history would be replaced by those unknown ten years 
before. 

If the demands that the British people in fact make upon 
their economy (whatever answers they may give to Gallup 
Pollsters on abstract issues) are to be met, it is not enough 
to avoid any further decline in economic efficiency, there 
must be a sharp increase. The present British standard of 
living is sustained by free American dollars. To support it 
without this aid requires a sudden and substantial jump in 
efficiency—-by which is meant (to repeat) not the piling up 
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of records of production achieved at any cost, but lower real 
costs of production, the giving of better value for money all 
round. The total of units produced is now becoming less 
important than the cost of producing the average unit. It is 
quite certain that there will be no such jump in efficiency if 
Mr Tewson gets his way and there is less competition. It 
is only one whit less certain that it cannot be done without a 
substantial move back in the direction of real competition. 


* 


This clearly, is what the national interest requires. But 
nobody should be under any illusion that it will be easy to 
reverse the trend. The forces in Great Britain arrayed 
against low cost production through a competitive economy 
are very great. The whole climate of a mature civilisation 
militates against the crudities and disturbances of a turbulent 
economic system—a fact which is reflected in the attitudes of 
management and labour and of the two great political parties. 
There is nowadays a very strict limit to the amount of social 
tension and upset which Englishmen of any class have the 
nerves to stand. The planners, including the Civil Service 
generally, would not welcome a dynamic economy, con- 
stantly altering its shape and pattern. One of the most in- 
teresting aspects of the Government control of industry since 
1939 has been the -vay in which it has accepted the industrial 
order as it then existed, and by its system of controls has 
done its best to petrify it. Organised labour views the com- 
petitive eonomy with deepest suspicion. That it would mean 
a more materially prosperous society does not in the eyes of 
most trade unionists overcome the disadvantage that it would 
involve, first, genuine mobility of labour between localities 
and between industries, and, second, a much greater differ- 
ence between the earnings of the industrious and the idle. 

But possibly the greatest stumbling block to the creation 
of a fully competitive economy is the social climate which in 
Great Britain surrounds success in business. So seductive 
is the way of life which industrial Britain inherited from 
agrarian Britain that almost every industrialist has sought to 
make himself, in greater or lesser degree, a country gentie- 
man. This has not been without gain to the community. 
But such a social system has dangers for a Britain which is 
confronted with the need to kindle its economic activity into 
white heat. It leads to the assumption that a man or a family 
or a business which has gone up in the world cannot possibly 
go down. A self-made man with a Cotswold manor house 
and a son at Eton is not likely to venture his fortune on a 
new technical improvement or to face with equanimity the 
thought of cutting his losses and starting again. All the fruits 
of success in England give a man the strongest possible 
interest in a quiet life. Rather a convenient arrangement 
with his competitors, an acquiescent attitude to the demands 
of general labour, and a friendly chat with the Government 
about a quota or a subsidy. The aristocratic ideal which 
has helped to make England one of the most intelligent and 
the most enduring of nations has also contributed towards 
making it one of the most economically unadventurous. 

But if the social climate of the community exerts so strong 
a pressure towards a course that will clearly be disastrous for 
the nation, then the task of statesmanship is to plead and 
argue and act against it, not feebly to acquiesce. Everybody 
now accepts the abstract statement that the British people 
must somehow contrive to balance their books before they 
can decide what to do with any surplus. Everybody would 
accept such a statement in words. But few people act as 
if they were prepared to accept the social and economic 
consequencies of transforming Britain into an efficiently 
productive nation. 
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NOTES OF 


Railwaymen Turned Highwaymen 


While the eyes of the world are turned anxiously upon the 
peripatetic figure of Sir Stafford Cripps to see how far and in 
what way the crisis-of Britain’s payments will develop, the 
British railwaymen and dockers are doing their best to under- 
mine the confidence and prestige of the Government at home. 
After months of negotiation the National Union of Railwaymen 
have made it quite clear that the only settlement which will 
satisfy them is a complete surrender to their terms. Having 
rejected the Railway Executive’s offer to raise the wages of 
the lower paid men, and having refused to abide by arbitration, 
the Union is trying one device after another to force the hands 
of their employers and the Government. The latest weapon 
taken from their armoury is the threat of introducing “ work 
to rule” from midnight on Sunday unless their demands are 
met. “Work to rule,” the sticking to the letter of an old- 
fashioned rule book and no overtime, is half-way to a complete 
strike and will induce a state of lethargic paralysis not only 
on the actual railway lines but probably among the numerous 
road haulage undertakings connected with the railways. 
That this is purely a move in the game and not caused by the 
spontaneous indignation of underpaid railwaymen is obvious 
from the fact that the decision was taken at a special dele- 
gate conference only six days before the annual conference of 
the whole union is due to assemble. It is another mark of the 
intemperate ambition of the union’s secretary, Mr J. B. 
Figgins—a man who is on the way to becoming the best hated 
figure in Britain both among the union movement whose 
standards of conduct he is betraying, and among the general 
public. 

* 


The action of the NUR has placed the Government in an 
impossible position. The Railway Executive is their adminis- 
trative agency and the union is one of their most powerful poli- 
tical supporters. By producing this head-on clash the union 
has exposed the frailty of the whole structure of relationship 
between Government, industry and labour. But it is hard to 
see what the Government can do beyond patiently attempting 
to bring the railwaymen back to the path of reason and arbitra- 
tion. To concede the claim of the NUR would add about 
£25 million to the already inflated running cost of the railways. 
At the same time to apply the strong medicine of running the 
railways with troops and volunteers would place the Govern- 
ment on uncertain ground unless a full strike was declared, 
for it would embitter the dispute and strain the loyalty of the 
rest of the trade union movement. To mobilise road haulage 
facilities to replace or supplement the railway services would 
be very costly in imported petrol. But that is what it may 
have to come to if the railwaymen are to be made to see the 
impasse in which the tactics of Mr Figgins will get them 
involved. Until they do realise this, it is impossible to discuss 
methods of achieving actual friendship among the railwaymen. 
One lesson stands out very clearly from the action both of the 
railwaymen and of the London dockers who are pursuing a 
quixotic strike dispute with the employers about the unloading 
of Canadian ships—that all the propaganda, the pamphlets, 
the speeches, and the broadcasts about the national interest go 
no more than skin deep, and can easily be erased by the fiery 
words of unscrupulous union leaders. 


* * * 


Mr St. Laurent’s Victory 


The victory of the Liberal Party in the Canadian general 
election has outstripped the wildest hopes of its supporters and 
the deepest fears of its opponents. Having dissolved with a 
majority of only 5 seats, they return to office having won 
193 out of a total of 262. The Conservative Party, which under 
its buoyant new leader Colonel George Drew had hopes of 
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forming a government, was reduced from 67 to 42 members, 
and the Co-operative Commonwealth Federation, which had 
hoped to secure the solid votes of organised labour in the 
industrial areas of Ontario and to emerge as the champion of 
the workers, had its representation of 28 more than halved. 
The Liberals secured the largest number of seats in every 
province except in Alberta, which remained faithful to the 
Social Credit Party, a peculiar brand of local conservatism. 
In Ontario, the province of which Colonel Drew has until 
recently been Prime Minister, 56 out of the 83 seats fell to the 
Liberals. In Quebec, whose provincial government is in the 
hands of the anti-Liberal Union Nationale Party of M. 
Duplessis, there was a strong possibility that the French- 
Canadians would turn from that constant support of the 
Liberal Party in federal politics to which Sir Wilfred Laurier 
had won them at the beginning of the century. Yet the Liberals 
secured 68 out of Quebec’s 73 seats. 


* 


The division of the popular vote shows that this landslide 
is caused partly by the vagaries of direct representation, as 
was the Labour landslide in Britain in 1945. In fact, the 
Liberals secured only just under 50 per cent of the total vote 
while the decimated Conservatives received 30 per cent. But 
to receive the confidence of even half the electorate is a remark- 
able feat for a party which has been fourteen years in office. 
It is partly attributable to the sluggish movement of the 
political pendulum in Canada. Out of its 81 years of indepen- 
dent nationhood four Prime Ministers have between them 
covered a total of 65 years. But the principal cause is un- 
doubtedly the same as that which produced a similar result in 
the United States last November, that the electorate in a pros- 
perous economy has no reason to alter a government which has 
created an adequate amount of social security and material 
abundance. The workers and farmers withheld their support 
from the CCF, as their neighbours south of the border did 
from Mr Wallace. Nor was Colonel Drew any more successful 
than Mr Dewey in scaring the electorate into demanding the 
policies of the right. The Canadian Liberals could in fact 
point to a solid record of achievement—particularly in the 
stabilisation of prices—while the enormous economic problems 
which confront Canada are beyond the horizon of the ordinary 
man’s understanding. The Conservative programme was thus 
merely one of factious opposition—it condemned the British 
wheat contract to the western farmers, and vaguely talked to 
the Ontario business men of making sterling and dollars con- 
vertible. In Quebec they formed an undercover alliance with 
the Union Nationale which, as it turned out, was theit 
undoing, for the Catholic Church, worried lest the reactionary 
policies of M. Duplessis might promote the growth of Com- 
munism, is beginning to throw its formidable weight against 
him, 

But it is also a personal triumph for Mr St. Laurent, whose 
integrity and clarity of mind have made as great an im- 
pression in Canada as they have abroad. It may be that 
Canada has found a man who can really unify and lead her, 
for Mr St. Laurent possesses most of the characteristics which 
were politically valuable in Mr Mackenzie King, but also 
qualities of leadership which Mr King never had. The Liberal 
Party has managed to rejuvenate itself from within and has 
thus escaped the decay normally associated with a long tenure 
of power, but probably its greatest test will be in the coming 
Parliament with virtually no opposition to keep it unified and 
alert. 

* * * 


“Delicacy” in China 


HMS Amethyst remains a captive under control of Com- 
munist guns in the Yangtse, while negotiations for her ransom 
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are being carried on. According to a spokesman of the 
Admiralty the situation is still “ delicate.” The ship is not 
being directly molested and is permitted to purchase supplies 
locally for the crew, but the Communists have shown no sign 
of allowing her to descend the Yangtse until a bargain on 
terms has been struck. Nobody expects that Britain will ever 
receive either an apology or a penny of compensation for the 
attack on the Amerhyst; on the contrary, Britain has still to 
pay a price of a kind not yet disclosed for the release of the 
ship, which is being used as a blackmailing lever for Chinese 
Communist political purposes. 


Having reproved by fresh experience the inability of warships 
on a river to cope with a powerful land artillery, the British 
Navy is admittedly unable to obtain the release of the Amethyst 
by direct intervention. Nor is it permitted to exert any 
indirect counter-pressure, as by a threat of naval blockade of 
Shanghai, because that would be lacking in “ delicacy.” More- 
over, it would be contrary to British commercial interest, which 
requires that the port of Shanghai in Communist hands be not 
merely immune from 
the effects of any 
British action to obtain 
the unconditional re- 
lease of the Amethyst, 
but also be defended 
against any measures 
of blockade applied by 
the Nationalists. To- 
wards the Nationalists, 
indeed, no delicacy is 
needed, and the British 
lion can roar with all 
his ancient majesty. It 
has, however, refrained 
from roaring until it 
can observe with what 
gestures the American 
eagle flaps its wings. 


The United States has now declared its refusal to recognise 
the legality of the Nationalist Government’s order closing 
Chinese ports in Communist hands, unless the Nationalist Gov- 
ernment “ declares and maintains an effective blockade.” The 
British Government is expected to give naval protection to 
British shipping against Nationalist interference, and the Black 
Swan, which was driven back in its attempt to ascend the 
Yangste to rescue the Amethyst in April, has already been 
stationed off the mouth of the Yangtse to deter Nationalist war- 
ships from barring access to Communist Shanghai. 


It is thought that the Nationalists cannot make a naval 
blockade “ effective ” in the sense required by traditional inter- 
national law, and that they will be in any case reluctant to confer 
belligerent rights on the Communists by declaring a full 
blockade. On the other hand, if Nationalist aircraft bomb the 
wharves of Shanghai, foreign shipping may get hit incidentally 
to the waging of the civil war, and this is perhaps what the 
Nationalists really have in mind. They could point out that 
when the RAF bombed German ports, they did not take much 
thought for the welfare of Swedish ships which might be in 
their harbours. But the rights assumed by a Great Power at 
War are not to be recommended to the weak. 
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* x * 


Conservative Imperial Policy 


The Conservative Party have in their latest pamphlet on 
Imperial Policy* produced a more statesmanlike document 
than the “charters” published hitherto. Their irritating and 
historically unfounded claim to the spiritual paternity and 


i Imperial Policy.” A statement of Conservative Policy for the 
British Empire and Commonwealth. Conservative Central office. 
64 pages. Is. 
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guardianship of the British Empire is less in evidence than 
usual. The pamphlet contains the usual sallies against the 
colonial policy of the Labour Government, but despite evidence 
of a carefully controlled distaste for certain new constitutional 
developments the pamphlet shows evidence of a desire to frame 
a policy in accordance with the facts as they exist today. Stress 
is laid on the necessity to repair and renew “ the machinery for 
common action.” This would include a Commonwealth 
Defence Council and Combined Staff; a civil liaison staff to 
provide a connecting link between frequent meetings of Com- 
monwealth Prime Ministers; machinery for Commonwealth 
economic consultation on the lines of OEEC ; and a Common- 
wealth Tribunal to take over the functions of the Judicial 
Committee of the Privy Council (a proposal of considerable 
value if a tribunal could be constructed with greater apprecia- 
tion of local conditions than that possessed by the Judicial Com- 
mittee). These proposals have the merit of being definite, but 
the tide of opinion in the Commonwealth is still so inimical 
to the abrogation of any fraction of Dominion sovereignty as 
to make it unlikely that any Conservative government would 
have much success with them. Moreover, on the question of 
defence, the commitments of Britain and the Dominions are 
now largely regional, and the idea of a Commonwealth defence 
policy no longer has any real validity except perhaps in the 
Pacific. 


In matters of international political and economic policy, 
however, Conservative views of Imperial policy have a good 
deal more practical importance and their traditional attitude is 
strongly restated in this pamphlet. The United Nations may 
be all very well, and so may regional agreements such as 
that for Western Union ; but the Conservative Party will not 

permit any such agreement to override or conflict with the 

political, economic or defence obligations falling on Great Britain 
as a member of the British Empire and Commonwealth. 
The Geneva and Havana agreements on international trade 
are regarded as snares from which Britain should escape as 
fast as it can. Imperial preference and the general principle 
of Imperial discrimination, renamed “Imperial Priority,” are 
the essentials to prosperity. 

In any general sense this is economic nonsense. From the 
purely economic point of view Britain and the Dominions 
and Colonies would do better in a world-wide economic co- 
operation, wherein each could buy and sell in the best market, 
than in the high-cost Commonwealth autarky of an Empire 
Crusader’s dream. Economically the best that can be said 
for Imperial preference is that to abolish it outright and forth- 
with would be a greater evil than to maintain it for the time 
being. Politically, of course, the situation is different. 
Economic co-operation underlines and underpins political 
unity. That the constituent parts of the Commonwealth and 
Empire should do a large proportion of their trading and 
investment between themselves is conducive to their general 
cohesion ; and that cohesion is of incalculable value to the 
world. If an economic price has to be paid for it, it may be 
well worth paying. There is nothing to be gained, however, 
by pretending that, so far from payment being necessary, higher 
standards are thrown in as a bonus to political advantage. 


* 


Nor does the value in political terms of a moderate and 
elastic degree of Imperial preference, or other discrimination, 
prove that a more discriminatory policy would bring about 
proportionately closer cohesion and more reliable imperial 
unity. Already the outlines of a quandary in colonial economic 
policy are becoming visible. If a colony, like Malaya or West 
Africa, sells a substantial proportion of its produce outside 


_ the Empire, and is therefore exposed to the intemperate climate 


of a buyer’s market, but is constrained by considerations of 
Imperial (or sterling area) policy to import from the high cost 
sources inside the Imperial ring-fence, its reaction is more 


athe} alas 
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likely to work for disruptive resentment than for enhanced 
solidarity. 

While it would be a piece of gross irresponsibility to jettison 
all Imperial obligations in the interests of new international 
groupings, it is hardly less irresponsible to oppose, in the name 
of Imperial commitments, a blank non possumus to every 
measure designed to cement European, or western, co- 
operation. It takes no account of the positive encouragement 
which the Dominions have given to Britain’s participation in 
Europe, nor of the fact that the political and economic con- 
ditions of the 1950s will be very dissimilar from those of the 
1930s. It such an attitude were really maintained by a 
Conservative government in office, the political advantages of 
Imperial discrimination would be paid for not merely in 
economic terms but in a lack of political realism more dangerous 
to the welfare of the Empire than any exposure to the allure- 
ments of foreign markets or the winds of foreign competition. 


x x * 


Shaping Road Transport 

There can be little ground for quarrelling with the deci- 
sion of the Minister of Transport to set up a new Road 
Passenger Executive under the British Transport Commission. 
The combination of both passenger and haulage operations 
under the original Road Transport Executive seemed from the 
first a somewhat dubious step; the fact that both forms of 
traffic go by road affords few common economic or technical 
links between them. The Road Transport Executive now 
becomes the Road Haulage Executive, and the two separate 
transport functions will be conducted by two distinct bodies 
under the general charge of the British Transport Commission. 


It is well, nevertheless, that this change has been made at 
a relatively early stage. It follows, in part, from the acquisition 
by the Commission of the Tilling and Scottish Motor Traction 
bus undertakings, which provide the backbone of the Com- 
mission’s road passenger operations and whose operating struc- 
ture, at any rate for the time being, is to be unchanged. Until 
the new Executive has worked out area schemes for the re- 
organisation of road transport—a task which is likely to be 
long and delicate, for it involves some tender municipal sus- 
ceptibilities—its functions are likely to be advisory, rather than 
operational. 


* 


The other side of the medal is the fast progress which the 
Commission is making towards the acquisition of road haulage 
undertakings. According to figures given by the Chairman of 
the Commission, Sir Cyril Hurcomb, payments for the purchase 
by agreement of road haulage undertakings will soon reach 
almost £25 million. This sum will cover many of the largest 
undertakings in the industry. In addition, nearly 1,300 notices 
ot compulsory acquisition had been served on other road 
hauliers up to the end of May. Tahus Sir Cyril was able to show 
that the appointed day was approaching, after which indepen- 
dent road haulage operation will be restricted to 25 miles except 
under permit. He promised the Road Haulage Association last 
week that permits would be issued “ in a manner and in a spirit 
which will acknowledge the importance of just treatment of 
the individual haulier and the interests of the trade, as well 
as the convenience of administration.” But when these permits 
come up for renewal “more difficult decisions” will be 
involved. These are fair words, but they would still leave the 
independent road hauliers with what might well be a con- 
ditional and a temporary franchise. That, of course, was im- 
plicit in the Act from the beginning, but it does not make the 
Position of many road hauliers any more comfortable. Sir 
Cyril hopes that conflicts between the Commission and the 
industry will be narrowed and progress towards co-ordination 
advanced ; he intends to be scrupulous in avoiding harsh or 
arbitrary action, and wil! not “seek to press the Commission’s 
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competitive activities unnecessarily for the sake of doing 'so.” 
But the Commission is charged with the duty of paying its 
way and integrating all forms of intand transport ; it may be 
that by rhe time it is ready with new charges schemes, economic 
necessity may compel the Commission to take a tougher line 
with outside competition than Sir Cyril is at present disposed 
to suggest. 


Strikes in Australia 


It is difficult to imagine a more irresponsible strike than 
that of the 24,000 coal miners in Australia. Relations between 
the coal owners and the miners have never been happy, and 
in the past, the coal owners have been to blame for some at 
least of the disagreements, but in the present dispute the 
miners have far exceeded any reasonable claims. They are de- 
manding a 30s. a week increase in wages and a reduction of 
working hours to 35 hours per week. The miners have refused 
to submit their claims to the usual arbitration tribunal, and 
the owners, backed this time by the Government, have refused 
to give in. 

The strike is rapidly paralysing Australian industry. In 
the States of New South Wales, South Australia and Western 
Australia there is no coal, gas or electricity available for 
industries and some 500,000 men have been thrown out of 
work. Transport services have been drastically reduced, and 
what little power is available is enough for domestic users in 
the big cities to cook only one meal a day. 


The extravagant demands of the strikers make it seem likely 
that they were never expected to be met, and that the strikers 
are activated solely by the desire to make mischief. To judge 
also from similar strikes in Australia in the past, this strike 
shows all the signs of Communist -inspiration—the motive, 
presumably, being to embarrass the government at a critical 
point in its career. If it follows the usual course of former 
Communist-inspired strikes, it will continue until strike funds 
run out, and the Federal Government is trying to reduce the 
strikers’ supply of money by making it illegal for any other 
trade union to lend them financial support. 

Mr Chifley is probably right in saying, as he did last 
Tuesday in Canberra, that punitive legislation aimed directly 
at the coal miners would be ineffective, and, moreover, might 
even arouse the sympathy of other workers who at present 
condemn the strike. But surely some way can be found of 
restricting this persistent nuisance in the Australian economy ? 
It seems a pity, to say the least, that the Government postponed 
until the next parliament the private Bill of the Leader of the 
Opposition, Mr Menzies, who sought to eradicate one evil by 
enforcing secret voting and supervision of trade union ballots. 
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Faint Hopes in Indonesia 


This week the Dutch have begun evacuating Jogjakarta, 
the former capital of the Indonesian Republic, which they 
captured by a raid from the sky during the police acuon of 
last December. When they have left, the Republican leaders, 
headed by Dr. Soekarno and Mr Hatta, are to come back 
and establish their government, under the terms of the Van 
Royen-Rum Statements of May 7th. In return, the Republi- 
cans undertake to do their best to enforce a cease-fire among 
the guerrillas. This apparently satisfactory turn of events, 
however, has only taken place after several weeks of hard 
negotiation about the detailed execution of the Statements. 
Those who have been watching events on the spot are inclined 
to believe that the fresh hopes raised are already doomed to 
bitter disappointment. 


The fundamental trouble is that, so long as the Republican 
leaders believe they have the United Nations predominantly 
behind them, they will never come to an honest agreement with 
the Dutch, except on their own terms, The main point which 
has emerged since May 7th is that the Republicans never 
meant to call a cease-fire, until they had secured Dutch recog- 
nition of their unquestioned rule over every bit of territory 
in Java and Sumatra not already effectively occupied by Dutch 
troops. And on this the Dutch have been forced to give way. 
The result is that threats and intransigence have once more 
been shown to pay. The Indonesian Federalists who had co- 
operated with the Dutch have had their thunder stolen, and 
are now frightened ; and Asian opinion has had time to form 
up once more against Dutch “ colonialism,” thus strengthening 
the Republican hand—which is what Soekarno and Hatta were 
playing for in the protracted boundary negotiations after the 
apparently final Van Royen-Rum statements. 


There are only two ways by which there now seems any 
chance of bringing this dangerous dispute in Indonesia to an 
end. First, on the Dutch side, it is absolutely essential to 
regain the confidence of the Federation and of world opinion 
by launching at the earliest possible date the United States 
of Indonesia, with or without the Republic. Unfortunately 
internal politics in the Netherlands look like continuing to 
prevent this—and the fiddling looks like going on until Rome 
burns to the ground. Secondly, Washington and London 
should initiate and lead a hands-off policy, if they really mean 
to prepare this vital piece of south-east Asia to meet the 
Communist test. Unfortunately, neither finds it easy to take 
such a downright stand when so many cross-currents of public 
opinion are ebbing and flowing around them. 


* * * 


New Trade Union International 


Last week, in the hall in Geneva where Lenin once 
expounded the principles of Communism, the first welcome 
steps were taken towards the formation of a democratic—non- 
Communist—international organisation of trade unions. Since 
last January when the British, American and Dutch delegates 
finally gave up the hopeless attempt to co-operate with the 
Communist majority in the World Federation of Trade Unions, 
there has been a steady stream of secessions from that body. 
This new assembly in Geneva brought together delegates of 
thirty-eight national trade union centres from all over the 
world, claiming a total affiliated membership of 43 millions 
The conference, presided over by Mr Vincent Tewson, devoted 
two days to a general airing of views. It then appointed a 
preparatory committee to draw up a draft constitution and 
programme for the new international, and to make arrange- 
ments for a constituent assembly in November. 


In the past the inability of the two great American labour 
organisations, the American Federation of Labour and the 
Congress of Industrial Organisations, to agree on a common 
international policy has frustrated the organisation of the 
democratic trade unions on an international basis ; and the 
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spectacle of delegates of both bodies presenting for the first 
time a united front at Geneva, was both a heartening sight for 
the other delegates and a happy augury for the new 
undertaking. 


None the less, the orgamsation of the new international will 
cause many headaches. There is, for instance, the old problem 
of its relationship with the international trade secretariats, 
whose representatives at Geneva were as jealous of their 
autonomy as ever in the past. There is also the new problem 
posed by the inclusion of both American organisations. For, 
having allowed American labour to be represented by more 
than one “ national centre,” it will be difficult to resist the 
claims of the powerful Catholic trade union organisations exist- 
ing in many European countries to join as well as their socialist 
counterparts. 


The new international owes its existence first and foremost 
to the strength of the anti-Communist sentiments of its creators. 
Indeed, Mr Tewson warned delegates against allowing it to 
represent nothing more than a negative opposition to the Com- 
munists. To outbid the rival WFTU, which opened its second 
Congress in Milan last Wednesday, they must work actively 
and effectively to improve the standard of life of workers 
throughout the world. The conference did in fact show itself 
fully aware that the struggle between the two rivals will be most 
fiercely waged in those great areas of Asia, Africa, South 
America and the Middle East where standards of living are 


still very low and where trade union organisations jis stil] in its 
infancy. 


End of the Boundary Commission 


Mr Bevan has given the Local Government Boundary 
Commission a curt notice of dismissal. The Act under which 
the Commission operates is to be repealed, and the decisions 
it has made to date, including several provisional orders re- 
lating to county boroughs who urgently need land for housing, 
become null and void. The Minister’s main excuse for this 
step is that local government needs a more drastic re-organisa- 
tion than the Commission has power to perform. This 
argument is indeed perfectly true. The Commission itself has 
pointed this out, has produced a plan, and has suggested how 
its Own powers could be extended to cope with the situation. 
But the Minister is evidently not prepared to let the Com- 
mission reform local government, nor has he passed an opinion 
on its plan. If this attitude betokened a willingness to take 
action himself, on the grounds that controversial decisions 
relating to local authorities needed the full weight of Govern- 
ment authority, the Minister’s behaviour would be reason- 
able. But in the same breath as he accepted the need for a 
major reform, Mr Bevan made it clear that the Government 
is not going to undertake it in the foreseeable future. The 
problem is again shelved—this time indefinitely. 


Changes in the boundaries and status of local authorities must 
from now on be effected in the old way, by the tiresome and 
costly method of promoting a Private Bill. Many local authori- 
ues, however, have an immediate need for boundary exten- 
sions or other changes, whatever new system is ultimately 
introduced. The Commission, within the framework of its 
present powers, could have attended to their needs expeditiously 
and achieved other minor reforms. 


Why then abolish the Commission, without notice or 
acknowledgment and without making proper alternative 
arrangements ? It can only be that Mr Bevan wants to rid 
himself of an embarrassing encumbrance and to dodge a reform 
which he reckons may interfere with his own central empire. 
The Commission has been troublesome, because it has put a 
number of unanswerable points before a Government which 
would prefer to forget the matter. Therefore it must go. 
Such rank political opportunism compares strangely with the 
note of high-minded evangelism with which Mr Bevan regaled 
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his followérs. at Blackpool.‘ It is all the worse since thé issue 


’ at stake is of real importance to the maintenance of an effective 


democracy. 


* x * 


Civil Servants and Politics 


With the growth of the Civil Service from 335,000 non- 
industrial and 125,000 industrial staff in 1935 to more than 
700,000 and 400,000 respectively today, the existing barriers 
to political activity have become more and more irksome. The 
Report of the Committee on Political Activities of Civil 
Servants* was published and accepted by the Government on 
Tuesday: its effect is to increase the number of civil servants 
who will have complete political liberty (including the right 
to stand for Parliament without being required to resign unless 
elected) from about 200,000 to 666,000. 


The problem before the Committee was to find the right 
balance between preserving the impartiality of the Civil 
Service, and freeing as many individuals as possible to join 
in the activities and responsibilities of citizenship. The civil 
service unions went so far as to recommend that all the exist- 
ing prohibitions should be removed. The Committee rightly 
refused to go so far as this, and drew the new line of demarca- 
tion roughly below the “ white-collar” line, as is shown in 
the table following. The distinction is based on the theory that 
all those who are concerned with policy making ; those who 
serve the policy makers, for example, typists and clerks ; or 
those who deal with members of the public on matters involv- 
ing even minor decisions concerning such matters as tax 
assessments, allowances or entitlement to rationed goods 
should be exempt from all suspicion of political bias. Outside 
these categories the maximum freedom should be allowed. 





*Cmd. 7718. 9d. 
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THe Line of DemarcatiON Proposep bY tHe ComMITTEe 
Approxunate 
Numbers 
on 
- Grades . Jan. 1, 1949 
Administrative (home and foreign)....5.¢.... 4,300 
Professional, scientific and technical .,.,..... 80,700 
EROCQEIVG <9 cc chance ass okns cichenaaes os ree 61,000 
Closical,.3.< «3 digi acadle cx <b - eeabe's tawec en 275,500 ° 
TYPE «os dann caves cy suncks abpedes vanes 32,000 
Service departments’ constabularies..... eee 6,500 
Post Office supervisory manipulatives...... ee 12,800* 
Total above the line ..... ong omesenieep » 470,300 
Minor and manipulative grades :— 
(a): Posk QeRemiiss esiiad. wisn 6st. Sh 207,700 
£0) DRC ons d904< coserasvAs doe case + SORE 49,750 
Industrials :— 
(2) Service departments 2.0... ccccccscencs 214,000 
(6) Ministry of Supply ............... cee 65,000 
(c) Post Office ........ bw S oe ISEN . 67,000 
(4). Others... p0cc 00000 ogecyd dence o6 si eenes 62,500 
Total below the line ........ccaccsecess 665,950 





* The majority of the Committee recommend that these grades 
be placed above the line. 


The effect of these proposals is to free the 660,000 from 
almost all restrictions subject to their political activities not 
interfering with their official duties. They will benefit from 
the existing rule which permits an officer to take up to 12 days 
special leave with pay for local authority duties: in addition 
they will now have certain rights of reinstatement if they wish 
to return to official life after a period in Parliament. Above 
the line all political activity is barred, except that a limited and 
qualified approval is given to some participation in local 
government. The dividing line is a very reasonable one. 
Unfortunately—and it is a problem which cannot be solved— 
it is those above the line whose participation in politics would 
be most valuable, particularly in these days when the demands 
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of the civil service upon the intelligence, talent and education 
of the community are greater than ever before. 


* * * 


A Farmer’s Warning 


It is a rare event indeed for a British farmer to warn 
his fellows that they are the spoilt darlings of economic con- 
ditions which are rapidly changing. Mr Cherrington, the 
Hampshire farmer who uttered these salubrious words, pointed 
out that the gap between the guaranteed domestic prices and 
world prices was widening. Even the price of home-grown 
meat, a sore point with many British farmers, was shown to 
be more than twice that of Argentine beef or New Zealand 
lamb, although the domestic product is admittedly of superior 
quality. The milk producer in this country, who enjoys a 
naturally protected market anyhow, has been the most favoured 
of all by price incentives. The result is that the costs of milk 
production here are over double their level in North America, 
Holland or Denmark. The gap in cereal prices is not yet so 
wide, but it is widening with the re-emergence of world 
surpluses. Mr Cherrington’s recipe is equally salubrious. 
“Suppose prices were cut 2§ per cent tomorrow,” he asks, 
“could you make your farm pay? If not, why not? The 
time to consider this is now, not in panic once the blow has 
fallen.” 


British agriculture, which once suffered from a grievous 
instability, is now exhibiting the opposite evil of too much 
security. This fact is not only to be seen in the steady upward 
curve of the guaranteed price schedule, which faithfully covers 
the costs of the less efficient farmers and lulls the remainder 
into a sense of easy-going assurance ; it can also be observed in 
the excessive security of tenure conferred by the Agriculture 
Act, which is reducing mobility within the industry and giving 
a new lease to the indifferent farmer who is not so grossly 
inefficient as to merit dispossession. In quantity of production, 
British agriculture has much to its credit over the last ten 
years—although recent results, in view of the large incentives 
offered, have been disappointing. It is the costs of production 
that have been so persistently disregarded, until a high and 
rigid structure of costs has come to be taken for granted. Agri- 
culture is not, of course, alone in the malaise which is common 
to the whole British economy. But the Government has at 
least warned the export industries of the grave urgency of 
cost reduction, whereas the Ministry of Agriculture has con- 
sistently lulled the farmers into believing that production is 
all that really counts. Agriculture may suffer an especially 
cruel awakening, since the full blast of world competition 
may wel] be felt there before it smites industry, and with a 
force which no government, however loyal to the farmers, 
could withstand. 


* * * 


A Bad Decision 


Last week Mr Bevin announced the Government’s decision 
not to make any further contribution to the United Nations 
International Children’s Emergency Fund. This decision is 
so inexplicable and short-sighted that it is hardly surprising 
that Mr Bevin’s defence of it was entirely unconvincing. 


It should not be forgotten that the Fund is not just a 
charitable organisation created to meet a sudden emergency. 
It is also a great co-operative international enterprise through 
which permanent foundations for improved child welfare 
services have been laid in many of the countries in which it 
operates. Every dollar contributed to it (in whatever currency) 
not only provides seventy glasses of milk, or eight anti- 
tuberculosis vaccinations, or three hundred doses of cod-liver 
oil, but also stimulates Governments to do what they can to 
help themselves. All UNICEF supplies are distributed on the 
written understanding that they are supplementary to, and not 
a substitute for, the participating Government’s own efforts to 
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provide for its children. In addition, all these Governments , 
inake whatever contribution they can to the common pool, 
Poland, for instance, has provided sugar-beet, Finland the 
paper for millions of BCG vaccination record forms, and 
France facilities for training in child welfare. It is estimated 
that by such means every individual contribution to the Fund 
is mere than doubled in value by the time it reaches the mother 
or child. 
* 


Moreover, the United States Congress has appropriated $75 
million, which is being released to the Fund in the ratio of 
$2.57 for every dollar equivalent contributed by other Govern- 
ments. Unfortunately by the beginning of April these other 
government contributions were only sufficient to allow the 
release of less than $55 million of the American appropriation. 
Therefore at least $20 million of American funds alone will be 
lost to UNICEF unless some Governments make a more deter- 
mined effort than they have in the past to match American 
generosity. And since the Fund’s activities have used up its 
other resources—$32 million from Unrra and $10 million 
from the Appeal for Children—it looks as if it will have to give 
up at the end of the year with its work only half done. 

The British Government appears to consider that UNICEF's 
financial straits provide an excellent excuse for withdrawing 
support from it. Moreover, it puts the blame for the Fund’s 
predicament on all the other rats who are deserting the sinking 
ship when it is, in fact, itself by far the most important rat of 
all. For its support of the Fund has all along been distin- 
guished only by its half-heartedness and inadequacy. It is 
sufficient to point out that while the Australian Government 
has contributed the equivalent of over $7,000,000, and the 
Swiss Government $1,000,000, the British Government has 
contributed just over $400,000. Its offer to contribute a further 
£100,000 for the relief of Arab refugees only serves to awaken 
grave suspicions that the Government is most inadequately 
informed of the extent of UNICEF’s activities. If it feels that 
the Arab children have first claim on its charity, why does it 
not send the money to UNICEF? There it will not only 
release over $1,000,000 from the United States, but will also 
help the $6,411,000 programme which UNICEF has already 
undertaken among refugee Arab and Jewish children. 


wv * * 


Bad to Worse in Prague 


In 1937, the Catholic hierarchy of Germany, deprived of 
the power of communicating freely with their flock, their papers 
controlled or abolished, their telephones tapped, managed to 
startle the Nazi tyranny to its roots by reading out in all the 
pulpits of Germany the secretly delivered papal condemnation 
of the regime, Mit Brennender Sorge. Last Sunday, under 
totalitarian repression, daily increasing in its resemblance to 
Nazism, the Catholic clergy of Czechoslovakia succeeded in 
reading from the pulpits their Bishops’ pastoral letter. This 
in moderate language, without threats or complaints, set forth 
their grievances against the regime—which include arrests, 
kidnapping, total censorship—and their reasons for refusing 
to come to an agreement with a state which not only refuses 
normal guarantees to Catholic worship and education, but 
deprives priest and layman alike of their ordinary civil rights. 


The Czech Government responded immediately by banning 
all pastoral letters and all clerical meetings under pain of 
punishment and by ordering the fining and imprisonment of the 
priests who read the pastoral letter in their churches. The 
next step will undoubtedly be the final arrest of Archbishop 
Beran and there is no reason to suppose that the other bishops 
will be spared. In Rumania, all eleven Catholic bishops have 
now disappeared to prison, and all clergy who will not purchase 
immunity by complete subservience face sooner or later the 
same fate. In the short run, this intensified Persecution may not 
shake the foundations of Communist power. In the long run, 
Stalin may find that qui mange du pape, en meurt. 
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Doctors and Arbitration 


As was to be expected, this year’s representative meeting 
of the British Medical Association was for the most part an 
occasion for the ventilation of grievances about the national 
health service. Of these, most prominence was given to the 
alleged refusal of the Ministry of Health to fulfil its promise 
that the medical profession should have the right to resort 
to compulsory arbitration if disputes could not be resolved 
by the normal Whitley machinery. Dr Dain, the chairman 
of the council, went so far as to say that unless doctors are 
given complete freedom to take their case to arbitration, they 
will be compelled to leave the service. Why, Sir Lionel 
Whitby, the retiring President of the association, had previously 
asked, should a profession be denied the right to compulsory 
arbitration that is enjoyed by large sections of workers in trade 
and industry ? 


The answer presumably is that compulsory arbitration is 
not a normal part of industrial conciliation procedure. It was 
introduced in wartime as a necessary counterpart to the pro- 
hibition of strikes and lockouts, and it remains in force now 
only by virtue of the Supplies and Services (Transitional 
Powers) Act, which, pace Mr Morrison, is due to expire in 
1950. After that date, the Minister of Labour will have no 
power to compel either party to a dispute to go to arbitration ; 
he can refer it to arbitration only if both parties agree. 


Doctors, of course, cannot strike to achieve their demands. 
They have, therefore, a case for asking that the right to resort 
to arbitration should be stronger in disputes over the health 
service than in normal times in industry. The employer is 
in this case the Government, and the doctors argue that the 
Minister of Labour, because he is on the same side as the 
Minister of Health—and the Chancellor of the Exchequer— 
may refuse to refer a dispute to arbitration. But this possi- 
bility might just as well be true of the civil service ; yet there 
is a civil service arbitration tribunal to which the Minister 
of Labour automatically refers disputes, provided they are 
within the scope of the arbitration agreement made between 
the staff side and the departmental side. For instance, disputes 
about pay in the higher salary ranges are not referred to 
arbitration, but there is no reason to suppose that any agree- 
ment for setting up arbitration machinery in the health service 
would not cover all practitioners. 


In the second reading of the National Health Service 
(Amendment) Bill, the Government spokesman said that it was 
intended to set up an arbitration tribunal for the health service 
on the lines of the civil service tribunal. It is difficult, there. 
fore, not to feel that the British Medical Association is beat- 
ing the air. It is to be hoped that the Minister of Health 
will take the opportunity of setting doctors’ minds at rest 
when the relevant clause of the Bill is discussed in committee. 


* * * 


Justices of the Peace 


The Justices of the Peace Bill, now introduced into the 
House of Lords, is a measure well in keeping with the English 
tradition that the speed of any reform in the legal machine 
or profession should never exceed the speed of the slowest 
current of opinion. The Bill is based in the main on the 
Majority Report of the Royal Commission and it institutes 
a system which, over a period of five years, will impose an 
effective age limit, 75 years, beyond which magistrates will not 
sit on the bench in open court. It provides machinery by 
which, in process of time, the areas covered by the various 
commissions of the peace will be regrouped. It establishes 
magistrates’ courts committees which can, also in process of 
time, revise the boundaries of petty sessional divisions in each 
county. In addition the Home Secretary will be equipped with 
one or two additional spurs. The Bill lays down more definite 
rules governing the appointment and conditions of service of 
magistrates’ clerks and of stipendiary magistrates, but without 
upsetting any magistrates’ clerk now in office. It introduces 


15 


for the first time into the system of an unpaid magistracy 
the principle that magistrates should be paid travelling expenses 
and a lodging allowance when their duties require them to 
travel, and it inchides in that proposal members of probation 
committees and case committees. All these are desirable, if 
not startling, reforms. 


On the other hand, the Bill does not propose to end the 
anomaly that certain elected local government councillors be- 
come magistrates ex officio, nor does it in amy way make it 
more likely that more stipendiary magistrates will be appointed 
to serve in those areas where their presence and experience 
will improve the quality of the justice locally available. Ia 
short, the Bill can be criticised for what it does not do, hardly 
for what it does propose. 


x * * 


A Concatenation of Orchestras 


That Sir Thomas Beecham should crack a whip against 
the excessive exuberance of orchestra promoters has a piquancy 
which all who have followed his career will relish. Speaking 
at the Hastings Musical Festival he roundly condemned the 
policy of the Arts Council on the grounds that it was sup- 
porting more orchestras than the country can afford. Since 
Sir Thomas has played a leading part in the creation of two 
out of the five principal London orchestras, his rebuke takes 
on the shape of a boomerang rather than of an arrow. 


There has, indeed, been quite a flurry of excitement over 
the alleged decline in concert-going. There is no doubt that 
with less money around and more alternative attractions, some 
ebb from the high tides of wartime concert-going was bound 
to occur, but it is likely that demand will remain at a higher 
level than ten years ago. The trouble is more among the 
concert givers than among the concert goers. Not only have 


The Peers, the Citizens 


and the Jews 


On Tuesday the Peers rejected the Bill [admitting the 
Jews to sit in Parliament] . . . by a majority of 95 to 70. 
On Wednesday Baron Rothschild accepted the 
Hundreds, and a new writ was iss 
London. On Thursday his address to the 
published in the morning journals, offering services 
again to the Citizens, distinct ny Aeppind see: * tha! ontens 
is now between the House of ds and yourselves, .. .” 

. . . According to opinions, it is scarcely justi- 
fied, except in very particular cases, to impose any restric- 
ra in Ln the rights of the - ors to no 
w ey please... . ess of opinion .. . 
even nonieahcotaunsanivnatalieanat The electors will 
ey eee ee ee ee ee ees 

respectable ; and it seems to be generally supposed 
that the constituencies should be left, consistently with 
the principle of representation, to choose freely, withoyt 
any restrictions, who shall be their representative. But 
both the general opinion and the general progress are 
still more strongly directed against any limitations on 
the score of religion. They have been gradually got rid 
of. To prohibit any class of Christians to select whom 
they please, on account of the faith of the candidate, is 
insulting to their Christianity. To prohibit the most 
enlightened mercantile community in the kingdom from 
electing one of the greatest merchants in the kingdom as 
their representative . . . is to impose on them an unbear- 
able as well as an insulting restriction. We regret that 
the question has been brought to this issue; but, since 
it is forced on the electors of London, they have no 
alternative but to stand up for their own rights, 
convince their lordships, by a calm and constitutional 
display of their power, that justice must be done to 
them. 


The Economist 


June 30, 1849 
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Home grown 
for exports 


From the farms of Britain comes the straw needed 
by Bowaters for the manufacture of strawpaper 
at their Sittingbourne Mills. The straw is cut 
to short lengths by mechanical means before 
being cooked in caustic soda solution. After 
washing, giant machines beat and refine the straw 
with other pulps and convert them to strawpaper 
—vital material in the fibreboard packing case 
and box manufacturing trades. British industry 
relies upon the efficiency of British-made con- 
tainers for the safe transit of a thousand com- 
modities on their journeys inland and overseas. 
Units of the Bowater Organisation are engaged 
in the processing of bags, corrugated cases and 
fibre drums from tough kraft materials and from 
strawpaper—helping the exports of Britain on 
their way. The Bowater Paper Corporation con- 
trols a vast, self-contained organisation, planned 
and equipped to give an unrivalled service for 
the supply of paper, board and allied products 
to their customers in any country in the world. 
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and power station engineering by Simon-Carves have 
helped to feed the modern world’s gigantic appetite 
for power. Today, with impressive resources of skill 
and experience, Simon-Carves are helping to provide 


new generating capacity on an unprecedented scale. 
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More than a million horsepower is being added by 
| Simon-Carves to the enormous flow of power that 


For nearly a quarter of a century water-tube boilers 
keeps industry and civilisation on the march. 





One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 
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a number of the prewar music societies now been revived 
but the wartime growth of British orchestras has not dimin- 
ished, and this season has seen an influx of foreign orchestras 
from Amsterdam, Berlin and Philadelphia. The Phila- 
delphia Orchestra played twenty-eight times in twenty-nine 
days ; even if all its concerts were not full, an audience of 
some 60,000 people in a month cannot be ranked as a failure, 
With such a volume of playing the market is well satisfied, 
and if those who promote concerts lose money they cannot 
complain, 

The orchestras who play for such engagements have little 
cause for complaint since the promoter guarantees their fees 


Letters to 


A Liberal Revival? 


Sir,— In The Economist of June 25th, Mr L. A. Jackson 
invites the Liberal Party to do what, grievously hampered by 
want of the money which its rivals can obtain by sectional 
appeals, it has been doing unintermittently for thirty years. 
The hospitality of your columns could hardly be generous 
enough for a statement of our policy, and for an examination 
of the question how far it satisfies Mr Jackson’s requirements. 
But his letter demands some reply on broader issues. 

We have remained an independent party, and we have never 
lost seats for want of a policy. Indeed, it is notorious that 
Liberal policies and programmes have been a quarry in which 
both the other parties, but particularly the Labour Party, have 
worked. And, as you, sir, have recently pointed out, we have 
at least the virtue of sincerity, and of belief in our own policies ; 
we have that natural affection for the children of our own 
brains which can never be inspired in the same measure by 
adopted children. The average sensual voter, to give the sense 
of your own words, smiles with amused cynicism when 
Socialists present themselves as champions of the liberty of 
the individual, or Conservatives advertise a crusade against 
monopoly and restriction. 

We suffer from another handicap almost as frustrating as the 
want of money—the attitude of millions of people in this 
country who say tat “ they are Liberals, but... .” If they will 
delete their qualifying clause and work for Liberalism they 
will in measurable time “scotch the prevailing view that a 
Liberal vote is a vote wasted.” So long as we have an electoral 
system which can only by the most mathematically improbable 
of accidents produce fair results when more than two parties 
seek the votes of the electorate, votes will be wasted. The 
anti-Labour vote is split by Conservatives as well as Liberals ; 
the anti-Tory vote is split by Socialists as well as Liberals. 
These are votes against and not for a cause; the vote for 
Liberal measures can only be split by Liberals who either lack 
the courage of their convictions, or are foolish enough to 
believe that a Conservative victory, or even a series of Con- 
servative victories, could ensure political or social stability. 
That belief can only be called, in the words which Dr Johnson 


applied to a second marriage after an unhappy first one, “ the ° 


triumph of hop: over experience.”—Yours faithfully, 
ANDREW MacFapDyYEan, 
President, Liberal Party Organisation 


Hon gkong 


parson say “thank you” to Mr 
Walter Fletcher, MP, letter on Hongkong, as reprinted 
from your columns in Ouf local press this week. 

Chinese divide foods into two classes: yeet=“ heating ” and 
leung=“ cooling” (the pronunciation is Cantonese). 

After far too much “ yeet” in the English press and in the 
House of Commons, we have benefited greatly from the 
“leung ” which has come to us from Mr Alexander’s personal 


Sir,—Please let a 
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and shoulders the losses. The orchestras who suffer are those 
like the London Philharmonic Orchestra, the Hallé or the 
Liverpool Philharmonic, who run their own concerts and 
therefore take the brunt of any losses. These orchestras 
receive subsidies, as non-profit-making concerns, from the Arts 
Council, but their costs have risen sharply with the rise in 
the union rates. As a result it is now as difficult to have 
sufficient rehearsals or to reduce the number of concerts in 
the interests of better performances as it was two years ago, 
when the grants were smaller. This position is particularly 
grievous to those who wish to lead rather than follow the 
public’s taste in music. 


the Editor 


demeanour and quiet, homely words; and now from Mr 
Fletcher’s “ cooling” letter. 


May I, through you, beg all those who care about Hongkong 
and the Far East to remember that in the present state of the 
patient only food that is “leung” should be given to us ? 
More of the “yeet” variety might well prove fatal—Yours 
faithfully, R. O. Hatt, Bishop of Hongkong 

Bishops House, Hongkong 


The Danger Line 


S1r,—Your article, “The Danger Line,” in the issue of 
May 2Ist, is a very interesting contribution to the under- 
standing of the social trends in our days. But does Sir 
Hartley Shawcross, and do you, really believe the difference 
between the two branches of Socialism to be so large? I, 
for one, and as an international lawyer, with experiences in 
practically all of the following regimes, have so far not been 
able to establish any essential difference between Communism, 
Socialism, Fascism and Militarism, once this latter ism has 
assumed political power. Regimentation of body and soul 
varies only by degree ; and the standard of living, not to talk 
of the cultural standard, invariably goes down, just because 
the most productive energies are wasted on the administration 
of what cannot be administrated, namely, nature ——Yours 
faithfully, J. Ruser 


La Berzosilla, Torrelodones, Spain 


India and Mauritius 


Sir,—In your note “ India and Mauritius ” in The Economist 
of June 18th, the Indian official communiqué you mentioned 
invited “ all sections of the population to manifest enthusiasm ” 
on the “historic occasion” of the visit of the Indian cruiser 
HMIS Delhi to Mauritius because “a large section of the 
population of the colony look upon India as the champion of 
peace and freedom as well as the symbol of their own aspira- 
tions.” This communiqué, though it is perhaps an extreme 
example, illustrates fairly well the present Indian agitation in 
Mauritius. 

It may seem to the 267,000 Indo-Mauritians that their 
numerical superiority in the colony is reason enough for them 
to aspire that Britain should be replaced by India—the 
“champion of peace and freedom ”—as the mother-country. I 
would simply like to stress here that, to at least the 10,000 
Europeans settled in Mauritius, there does indeed seem to be, 
as your article rightly suggests, absolutely no justification for 
India’s interest in Mauritius becoming in the future more than 
“ friendly.” 

It is to be hoped that, whatever form India’s “ active interest ” 
in Mauritius may take, it will prove safe for a colony to be 
British.—Yours faithfully, ADRIENNE LINCOLN 


73 York Mansions, London, S.W.11 
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For nearly a quarter of a century water-tube boilers 
and power station engineering by Simon-Carves have 


helped to feed the modern world’s gigantic appetite 





for power. Today, with impressive resources of skill 






and experience, Simon-Carves are helping to provide 


new generating capacity on an unprecedented scale. 








Steam power plant now being designed and built in 






Britain, the Middle East and Australia will supply 






thousands of tons of steam an hour to aid in over- 





coming one of the most critical of post-war shortages. 












More than a million horsepower is being added by 


Simon-Carves to the enormous flow of power that 


keeps industry and civilisation on the march. 












One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 







HENRY SIMON LTO 
SIMON-CARVES LTO 


; N 
SIMON HANDLING Mules) 
ENGINEERING) ry RESOLES LTO 


ENGINEERS LTD 
] TURBINE GEARS (6T 
Sic y DUDLEY FOUNDRY catre. 
ee SANDHOLME IRON COLT. 



















‘ NY 
wi WW 


aw \ 


\ Vv 
‘ 


ANAK 
N 


\\ 
wy 


WA 


aw 


lers 
ave 
tite 
sill 
fide 
ale. 
t in 
ply 
ver- 
ges. 
) by 
that 


| 


THE ECONOMIST, July 2, 1949 


a number of the prewar music societies now been revived 
but the wartime growth of British orchestras has not dimin- 
ished, and this season has seen an influx of foreign orchestras 
from Amsterdam, Berlin and Philadelphia. The Phila- 
delphia Orchestra played twenty-eight times in twenty-nine 
days; even if all its concerts were not full, an audience of 
some 60,000 people in a month cannot be ranked as a failure, 
With such a volume of playing the market is well satisfied, 
and if those who promote concerts lose money they cannot 
complain. 

The orchestras who play for such engagements have little 
cause for complaint since the promoter guarantees their fees 


Letters to 


A Liberal Revival? 


Sirn,— In The Economist of June 25th, Mr L. A, Jackson 
invites the Liberal Party to do what, grievously hampered by 
want of the money which its rivals can obtain by sectional 
appeals, it has been doing unintermittently for thirty years. 
The hospitality of your columns could hardly be generous 
enough for a statement of our policy, and for an examination 
of the question how far it satisfies Mr Jackson’s requirements. 
But his letter demands some reply on broader issues. 

We have remained an independent party, and we have never 
lost seats for want of a policy. Indeed, it is notorious that 
Liberal policies and programmes have been a quarry in which 
both the other parties, but particularly the Labour Party, have 
worked. And, as you, sir, have recently pointed out, we have 
at least the virtue of sincerity, and of belief in our own policies ; 
we have that natural affection for the children of our own 
brains which can never be inspired in the same measure by 
adopted children. The average sensual voter, to give the sense 
of your own words, smiles with amused cynicism when 
Socialists present themselves as champions of the liberty of 
the individual, or Conservatives advertise a crusade against 
monopoly and restriction. 

We suffer from another handicap almost as frustrating as the 
want of money—the attitude of millions of people in this 
country who say tat “ they ar2 Liberals, but... .” If they will 
delete their qualifying clause and work for Liberalism they 
will in measurable time “scotch the prevailing view that a 
Liberal vote is a vote wasted.” So long as we have an electoral 
system which can only by the most mathematically improbable 
of accidents produce fair results when more than two parties 
seek the votes of the electorate, votes will be wasted. The 
anti-Labour vote is split by Conservatives as well as Liberals ; 
the anti-Tory vote is split by Socialists as well as Liberals. 
These are votes against and not for a cause; the vote for 
Liberal measures can only be split by Liberals who either lack 
the courage of their convictions, or are foolish enough to 
believe that a Conservative victory, or even a series of Con- 
servative victories, could ensure political or social stability. 
That belief can only be called, in the words which Dr Johnson 


applied to a second marriage after an unhappy first one, “ the ° 


triumph of hop2 over experience.”—Yours faithfully, 
ANDREW MacFaDYEAN, 
President, Liberal Party Organisation 


Hongkong 


parson say “thank you” to Mr 
Walter Fletcher, MP, letter on Hongkong, as reprinted 
from your columns in local press this week. 

Chinese divide foods into two classes: yeet=“ heating” and 
leung=“ cooling” (the pronunciation is Cantonese). 

After far too much “ yeet” in the English press and in the 
House of Commons, we have benefited greatly from the 
“leung” which has come to us from Mr Alexander’s personal 
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and shoulders the losses. The orchestras who suffer are those 
like the London Philharmonic Orchestra, the Hallé or the 
Liverpool Philharmonic, who run their own concerts and 
therefore take the brunt of any losses. These orchestras 
receive subsidies, as non-profit-making concerns, from the Arts 
Council, but their costs have risen sharply with the rise in 
the union rates. As a result it is now as difficult to have 
sufficient rehearsals or to reduce the number of concerts in 
the interests of better performances as it was two years ago, 
when the grants were smaller. This position is particularly 
grievous to those who wish to lead rather than follow the 
public’s taste in music. 


the Editor 


demeanour and quiet, homely words; and now from Mr 
Fletcher’s “ cooling” letter. 


May I, through you, beg all those who care about Hongkong 
and the Far East to remember that in the present state of the 
patient only food that is “leung” should be given to us ? 
More of the “yeet” variety might well prove fatal.—Yours 
faithfully, R. O. Hat, Bishop of Hongkong 

Bishops House, Hongkong 


The Dan ger Line 


Sir,—Your article, “The Danger Line,” in the issue of 
May 21st, is a very interesting contribution to the under- 
standing of the social trends in our days. But does Sir 
Hartley Shawcross, and do you, really believe the difference 
between the two branches of Socialism to be so large? I, 
for one, and as an international lawyer, with experiences in 
practically all of the following regimes, have so far not been 
able to establish any essential difference between Communism, 
Socialism, Fascism and Militarism, once this latter ism has 
assumed political power. Regimentation of body and soul 
varies only by degree ; and the standard of living, not to talk 
of the cultural standard, invariably goes down, just because 
the most productive energies are wasted on the administration 
of what cannot be administrated, namely, nature-—Yours 
faithfully, J. Ruser 


La Berzosilla, Torrelodones, Spain 


India and Mauritius 


S1r,—In your note “ India and Mauritius ” in The Economist 
of June 18th, the Indian official communiqué you mentioned 
invited “ all sections of the population to manifest enthusiasm ” 
on the “historic occasion” of the visit of the Indian cruiser 
HMIS Delhi to Mauritius because “a large section of the 
population of the colony look upon India as the champion of 
peace and freedom as well as the symbol of their own aspira- 
tions.” This communiqué, though it is perhaps an extreme 
example, illustrates fairly well the present Indian agitation in 
Mauritius. 

It may seem to the 267,000 Indo-Mauritians that their 
numerical superiority in the colony is reason enough for them 
to aspire that Britain should be replaced by India—the 
“champion of peace and freedom ”—as the mother-country. I 
would simply like to stress here that, to at least the 10,000 
Europeans settled in Mauritius, there does indeed seem to be, 
as your article rightly suggests, absolutely no justification for 
India’s interest in Mauritius becoming in the future more than 
“ friendly.” 

It is to be hoped that, whatever form India’s “ active interest” 
in Mauritius may take, it will prove safe for a colony to be 
British.—Yours faithfully, ADRIENNE LINCOLN 


73 York Mansions, London, S.W.11 
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The Demand for Spectacles 


Sir,—I would like to comment on a few of the points made 
in your review of the report of the Select Committee on 
Estimates published in your issue of June 18th. 

The mistake of the Ministry of Health was in trying to 
estimate the demand for spectacles under the National Health 
Service by comparing it with the conditions existing previously 
under the National Health Insurance Acts. Prior to July sth 
only persons in employment were entitled to ophthalmic 
benefit, and the majority of women workers found that their 
approved societies did not give ophthalmic benefit, so only 
a very small proportion of the population were covered. The 
next point to realise is that the majority of approved societies 
only gave about 15s, towards the cost of spectacles, and so 
there was a substantial contribution by the patient in most 
cases. The range of appliances was very restricted, and in 
view of the fact that the grant was so small, the majority of 
patients preferred to dispense with the restrictions and form- 
filling, etc., and obtained their spectacles privately. 

The cost of a pair of spectacles under National Health 
Insurance was about 45s. per pair, including sight-testing ; 
but opticians would have found it impossible to make a reason- 
able living if the majority of their practice had been National 
Health Insurance work. In actual fact, in most instances, this 
work constituted less than 15 per cent of the total. With the 
introduction of the National Health Service Act, and the 
probability that over 90 per cent of patients would use the 
scheme, opticians had to demand a more equitable scale of 
remuneration, and the average of £3 5s. 6d. per pair of spec- 
tacles, including testing, which exists at the moment, is still 
considerably below the ordinary private practice charges, prior 
to July sth. A special sub-committee is to investigate these 
economic aspects, and we are confident that their report will 
show that the fees being paid to ophthalmic opticians are not 
excessive. 

Lastly, may I point out that only about 30 per cent of patients 
are supplied with two pairs of spectacles, and it is an unfortu- 
nate fact that many millions of people do require two pairs of 
spectacles, one for distance and one for close work. In fact, 
many people require an intermediate pair as well, if they are to 
be able to see comfortably in all circumstances. Many patients 
who have their eyes examined are not prescribed glasses, and 
in some areas the proportion is as high as 10 per cent. 

The cost of the ophthalmic service is very high, and if the 
country cannot afford it, other financial arrangements should 
be made. For instance, the patients might be asked to con- 
tribute towards the cost of each pair of spectacles, but I depre- 
cate attempts to denigrate the great contribution towards the 
health and efficiency of the community which is being made by 
the ophthalmic services.—Yours faithfully, S. Back, 


Director, Information Bureau, 


Association of Optical Practitioners 
65 Brook Street, W.1 
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Working Party for Tin 


S1r,—The succinct review of the tin position contained in 
your issue of June 25th was impressive. 

The present growing surplus of tin is not due to the price, 
It is due (a) to excessive production of the metal, and (6) to 
the existence of US Government consumer controls which 
hamper industry and deliberately stimulate recourse to sub- 
stitutes for tin. In normal times the general level of industrial 
activity, rather than the tin price, has fixed the demand for 
the metal. The fact that the proportion of tin in most manu- 
factured articles that use it is small makes the demand for tin 
unusually inflexible to alterations in the price. 

Your argument that a low price would benefit the consumer 
is, therefore, debatable. It is, in any case, much to the con- 
sumer’s advantage to have a prosperous and reliable tin mining 
industry over a period of years. 

Your desire to encourage low-cost production is incompatible 
with the wish to abolish inefficient mining. Low-cost produc- 
tion is itself inefficient. No efficient industry can be anything 
but a high-cost one in these days of over-worked minefields, 
rehabilitation losses and increased charges all round. 

“ A lower price for tin,” you say, “ would undoubtedly mean 
some domestic readjustments to the economies of the tin pro- 
ducing countries.” I venture to suggest that a lower price, 
while doing nothing to reduce the current US Government- 
made surplus of tin, would ultimately lead t's: economies of 
the main producing countries to the verge of bankruptcy.— 
Yours faithfully, ALDRIDGE CALDWELL, Editor 

“ Tin,” 25 Charles Street, London, S.W.1 


[A letter which flatly states that “low cost production is in itself 
inefficient ” is presumably not to be taken too seriously. The notion 
that the price of tin has no effect on demand or supply is a familiar 
doctrine of the industry. But it is difficult to believe that tin defies 
ordinary economic rules. If the “ growing surplus of tin is not 
due to the price,” what is it that is causing “ excessive production 
of the metal? ”"—Editor.] 


Colonial Terms of Trade 


Sir,—I regret that through an unfortunate error jamaican 
balance of trade index figures were inserted in my letter appear- 
ing in your issue of June 18th. The correct price indices, upon 
which my comments were based, are as follows :— 


Imports Exports 


SE OL CI EL ELE EET eT eee 100 100 
an shade ane pee eemiesaeienen 228 220 
ie tht duties 0402020008 ache 279 260 
DEWEGCSEG Sos bs be dekedes uns 324 299 
BUD A 6 A ee Ree el 326 319 


Yours faithfully, R. L. M. Kirxwoop 
Legislative Council, Jamaica, (By cable) 





A glass of DRY FLY SHERRY 
is the ideal aperitif, and is a 
gracious welcome to your guests. 
Obtainable all over the world 
from your own Wine Merchant, 
or from: 


ee 
ee en ee 


DRY FLY 





FINDLATER MACKIE TODD & CO. LTD, 
Wine Merchants to H.M. The King. 
Wigmore Street, London, W.1. 
The price is 20]- a bottle. 





Spotlighting Waste 


Administrative costs rise imperceptibly, 
but steadily. Every unnecessary record, 
every needless clerical operation pushes 
costs up. Our new booklet “500 Un- 


necessary Miles’’ tells how we can help 
you to get them down. Why not write 
for a copy? Consultancy Division, 
Remington Rand Ltd., Dept. 3, Common- 


wealth House, 1-19 New Oxford Street, 
London, W.C.1. 
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Books and Publications 


The Future of Education 


“ Secondary Education for All.”” By H. C. Dent, Routledge and 
Kegan Paul. 224 pages. 8%s. 6d. 


“ The Modern School.’’ By C, G. Stillman and R. Castle Cleary’ 
The Architectural Press. 151 pages. 21s. 

THESE two books, one on the intellectual and the other 
on the physical plane, represent two valuable advances in 
educational ideas in this country. They are in no sense com- 
parable, but they are complementary. The ideas which lie 
behind educational reform must govern the kinds of buildings 
in which it is carried out. 

Mr Dent’s thesis is that the 1944 Education Act changed the 
whole basis of secondary education, but that no one has really 
thought out the implications or understood the magnitude of 
the change. Secondary education for all is a new conception 
and in spite of a succession of highly competent consultative 
committees such as the Hadow, Spens and Norwood, no pre- 
cise definition of secondary education has yet been made. A 
grammar school education for a highly select group of intel- 
lectual children is an entirely different conception from a 
secondary school education for all types of children. Since the 
whole range of possibilities from secondary education is so 
inadequately apprehended it is not surprising that confusion 
and controversy surround the various proposals for implement- 
ing the Act by means of comprehensive or multilateral schools 
and the types of education suited to the unintellectual type of 
child who is now entitled to a secondary education, 

Mr Dent has no easy solutions ; he believes the provision 
of universal secondary education “to be a matter of truly for- 
midable difficulty,” and not least for the reason that all thought 
about secondary education is impregnated by the conceptions 
ot the grammar school tradition. To escape from the processes 
ot thought that this entails means a degree of effort and detach- 
ment that few are willing to attempt. Mr Dent says some hard 
things about the muddle-headedness of the Ministry of Educa- 
tion in thinking out their educational policy. The Hadow 
Report in 1926 advocated two types of sécondary education— 
grammar and modern ; the Spens Committee in 1938 extended 
it to three, adding a technical element ; the Norwood Report 
in 1943 turned the tripartism of grammar, technical and modern 
types of education from a proposal into a doctrine and justi- 
fied it on historical grounds. They rejected, however, any 
fundamental justification of their views. 


Whether such groupings are distinct on strictly psychological 
grounds, whether they represent different types of mind, whether 
the differences are in kind or in degree, these are questions it is 
Not necessary to pursue. 


In spite of the rejection of the three Norwood “types” of 
mind by authoritative psychological opinion the Ministry of 
Education swallowed the proposals whole ; and since then has 
been fighting a diffused and confused battle with the local 
authorities over their development plans. While there are 
strong arguments in favour of the Ministry’s stand against a 
rapid expansion of the very large schools, which combine all 
three types of education on one site, with perhaps 1,250 to 2,000 
pupils, the Ministry’s case for tripartite education remains very 
weak. Fortunately there is no danger of any set type of 
secondary school developing. The plans of local authorities 
contain every variety of permutation and combination even 
if the content of the education within the different plans of 
physical, organisation remains extremely vague. Very few 
people yet know what they are aiming at in the modern and 
technical schools, and Mr Dent has many interesting things to 
say about their objectives. 

‘Taken as a whole this book is the clearest and most construc- 
tive book about education which has been written for many 


years, and it has the outstanding merit that it neither meanders 
loosely over theories of education nor curtails itself with dis- 
cussion of only the tangible questions of educational administra- 
tion, but marries the two sanely and constructively. These 
two types of approach are seldom met with in one man. 

* * * 


Mr Stillman is the County Architect to the Middlesex County 
Council. Mr Castle Cleary is an architect in the Ministry of 
Education. Their book is one both for the architect and the 
layman concerned with school building. But it is not the dry 
subject this description would suggest. Both these technicians 
look at their work as educationists—an attitude all too rare 
among school architects—and they have some hard things to 
say about the ideas lying behind school building in the past. 
The kernel of their argument is that educational ideas by their 
nature are always changing. What seemed “ advanced ” in 1938 
is out of date by 1948. Therefore schools must be built on a 
flexible pattern, with space and a structure which lends itself to 
alterations and additions, And they put forward a number of 
suggestions for building on these lines. This is a lesson which 
the local authorities could take very much to heart. Even if 
the educationists could clarify their ideas, as Mr Dent urges, 
they should not let their architects assume that present educa- 
tional theory is perfect. 


The Plight of the Bourgeois 


“The English Middle Classes.”’ By Roy Lewis and Angus Maude. 
Phenix Press. 289 pages. 15s. 

It would certainly be an exaggeration to assert that tly: 
“ condition-of-the-middle-classes problem” is replacing the 
“ condition-of-the-people problem” as a prime topic of 
sociological and economic interest, but it is at least increas- 
ingly recognised that such a problem exists. But of the 
medieval growth of trade and differentiation of professions, 
out of the Puritan revolution in social attitudes to wealth, out 
of the crumbling of feudalism, out of the catch-as-catch can 
technical and commercial progress of the nineteenth century, 
out of the aspirations of the thrifty worker and the needs of 
younger sons, there has evolved something hardly homogeneous 
enough to be called a class, certainly not homogeneous enough 
to conduct a class war ; including, sometimes dubiously, small 
shopkeepers, industrial magnates, ladies in circumstances 
reduced below a farmworker’s pay, bureaucrats, artists, bank 
managers and their clerks and so forth in a profusion which 
(if the Gallup Poll’s account of subjective estimates is to be 
trusted) amounts to nearly half the total population. Partly as 
a direct result of its income-getting activities, partly by indirec- 
tion, it has played a part in national and human development 
which, for all its imperfections, is essential ; it has provided 
leadership, ingenuity, enterprise, stability, a decent standard 
of social conduct, and a medium (in the bacteriological sense) 
for the development of the arts and the sciences. It has done 
these things imperfectly, and there are black marks on its 
record ; but it has done them. Now the economic conditions 
which made its achievement possible are disappearing, mostly 
as the result of deliberate expropriation; and there arises, 
among other questions, the question of who in the future is 
going to perform its functions. 


The comprehensive and generously-planned book that Mr 
Lewis and Mr Maude have written is at once a history, an 
acute sociological analysis, and an honest (and good humoured) 
piece of special pleading. The historical section, occupying 
roughly the first third of the book. follows the 
development and fortunes of the middle class from 
medieval times to 1948; the analytical section discusses 
(to quote the blurb) the functions and problems of “ the five 
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main groups of middle-class avocation ; public servants, busi- 
ness men and managers, the professions, farmers, and trades 
and shop keepers” ; what one may call the diagnostic section 
deals with the painful subject of the middle-class standard of 
living and particular manifestations (e.g. in leisure and in child- 
rearing) of its decline ; and a brief final section looks doubt- 
fully but still hopefully forward. The whole thing is quite 
excellent, in structure and detail, matter and manner ; well- 
informed, shapely, tolerant, and enlivened by a very pretty 
wit. Of few books could it be said, as it can of this, that it 
could be equally appropriately placed on the desk of a pro- 
fessional sociologist or on the bedside table of the vanishing 
middle-class spare room. 


The First World War 


“ The Coming of the First World War.’ A Study in the European 
Balance, 1878-1914. By Nicholas Mansergh. Longmans. 257 
pages. 15s. 

Mr MANSERGH’sS book is a competent and sensible outline of 
the course of international relations between the Congress of 
Berlin and the outbreak of the First World War. It is going 
100 far to cal] the book a “ reinterpretation ”; practically every- 
thing in it either in the way of fact or comment could have 
been found in print before 1939, and there were signs even 
earlier of a reaction against the naive schools of British and 
American historica) writers whe had swallowed uncritically 
volume after volume of German propagandist literature on 
the war-guilt question. Moreover it is perhaps a little mis- 
leading at the present time to talk about “ reinterpreting ” 
the diplomatic history of the years 1878-1914. The greater 
part of the German military, naval, and diplomatic archives 
for this period are now in American or British hands, and there 
is at last a chance of filling the huge gaps deliberately left by 
the editors of Die Grosse Politik. Only after this work has 
been done wil] it be possible, if at all, to talk, in a strictly 
historical sense, of “ reinterpretation.” 


If, however, Mr Mansergh’s book is a résumé of known facts 
and opinions rather than a new contribution to historical 
criticism, it can be read with interest and profit. The narra- 
tive is clear and well-balanced ; most of the judgments on 
people and things are sound. It might be argued that 
William II was slightly less silly after 1909 than in his earlier 
years, and that, al] im all, Francis Joseph was more of a curse 
to Europe, but these are matters of opinion ; anyhow Mr Man- 
sergh is fortunately free from sentimentality about the house 
of Habsburg and pre-1914 Vienna. 


A book dealing with nearly forty years of international rela- 
tions in the short space of 250 pages cannot be expected to 
give an account of the internal regimes of the countries con- 
cerned. Nevertheless it would have been worth while to have 
said a little more about the importance of these regimes from 
the point of view of parliamentary control, or lack of control, 
of foreign policy. Thus Mr Mansergh might have explained 
how and why the German General Staff were able to commit 
the Reich to the grave political decision—the violation of 
Belgian neutrality—involved in the Schlieffen plan. Mr Man- 
sergh might also have given more consideration to this plan 
in discussing the much-debated question whether a clearer 
British attitude in July, 1914, could have prevented war. 
His arguments are in themselves convincing, yet it 
is worth noticing that on strictly military calculations the 
German General Staff was not vitally concerned over British 
intervention. Obviously they did not want it; on the other 
hand they did not regard the B.E.F. as likely to turn the scale 
on the western front. They expected to defeat France in a 
few weeks and Russia soon afterwards, i.e., they would have 
been in occupation of the Channel ports long before a British 
blockade could have become effective. Once the Schlieffen 
plan had failed, the position changed, and the fact of British 
intervention was all important, but the German High Com- 
mand did not expect their plan to fail. 
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Anti-Keynes 
“ The Economics of Iusion.”” By L. Albert Habn. Squires Publish- 
ing Company. 273 pages. 34. 

Tuts root-and-branch onslaught on the whole Keynesian struc- 
ture of economic thought is the work of a repentant easy-money 
man who can claim to have anticipated, as early as 1920, “ all 
that is wrong and exaggerated in Keynes.” The “illusion” of 
the title is that on which Keynes based his theory of the 
behaviour of rea] wages, the preference of labour for the shadow 
of an inviolable money wage rate over the substance of unim- 
paired real purchasing power ; but it applies also to the state 
of mind of those who envisage the problem of depression or 
recurrent slumps predominantly in terms of demand while 
neglecting the implications of cost. “The Economics of 
Iusion ” is a collection of papers and essays published, some in 
America and some in Europe, over the last half-dozen years ; 
not all are directly aimed at Keynes and Keynesianism, but all 
are relevant. Some of Professor Hahn’s criticisms are 
demonstrably valid. Others are not. Accusing Keynes oi 
neglecting costs as an element determining the volume of invest- 
ment, he disregards Keynes’s own definition of the marginal 
efficiency of capital, which takes costs fully ito account. 
Claiming that the Keynesian analysis of the stimulating effect 
of price increases rests entirely on the unreliable “ iJlusion ” 
of wage-earners, he overlooks the arguments by which Keynes 

emonstrated the solid foundation of the “ illusicn ”—that is 
Jabour’s inability, whatever its power in particular cases, to 
control the general level of real wages. His attempt to prove 
that thrift can never generate depression rests unconvincingly 
on a supposed limitation to special cases of Keynes’s “ psycho- 
logical law” of the relation of savings to income. On the 
other hand, his warning to the light-hearted supporters of 
continuous deficit finance, and his comments on the “ ged- 
given” passivity of the balance of payments of some countries, 
would strongly recommend themselves to so good a Keynesian 
as Mr R. F. Harrod, while his demonstration of the lopsided- 
ness of the “General Theory,” its comparative neglect of the 
problems of any but the depressed or depression-threatened 
economy, provides a valuable corrective to the “ modernist 
stuff . . . gone sour and silly” which Keynes himself con- 
demned. The application of remedies appropriate to general 
unemployment in a situation where men are unemployed 
because of gross particular maladjustments is a disastrous— 
and only too probable—mistake. If Professor Hahn raises a 
few salutary doubts the excesses of his attack will matter little. 


Studying the USSR 


“Soviet Studies.” A Quarterly Review Edited by J. Miller and 


R. A. J. Schlesinger and published for the University of Glasgow 
by Blackwell, Oxford. 7s. 6d. 


“ Bulletins on Soviet Economic Development.’ Editor A. Baykov, 
University of Birmingham. Subscription to Four Bulletins £1. 


THE two publications reviewed here are intended to give 
readers with academic interests information on contemporary 
developments in the U.S.S.R. Of the two ventures “ Soviet 
Studies ” is the more ambitious one. The first issue covers a 
wide range of topics, from Mr E. H. Carr’s instructive, balanced 
analysis of Soviet policy in 1938-39, in the light of recently 
published documents and Mr M. H. Dobb’s scholarly, although 
not quite convincing, essay on Soviet economic statistics to 
a number of informative reviews—not all of equal value—on 
recent Soviet publications. A very useful feature of the publica- 
tion is its extensive summaries and translations of important 
or characteristic documents such as the late Zhdanov’s speech 
to the Soviet philosophers (which is analysed with greater 
didactic solemnity that the subject deserves), an interesting 
review of Vyshinsky’s magnum opus on Soviet law, an analytical 
survey of the Journal of the Moscow Patriarchy, providing 
glimpses into the present relations between State and Church ; 
and so on. Mr Baykov’s “Bulletins” are concerned with 
economic matters only. The first “ Bulletin ” gives an informa- 
tive and detailed summary of industrial development in the 
USSR, although it contains little original analysis. 
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AMERICAN SURVEY 





Science and Welfare 


(From Our American Staff) 


HE extent to which the ideal of the welfare state has 
captured men’s imaginations may be measured by Mr 
Truman’s reference at Little Rock to those millions in under- 
developed areas “who for centuries have known nothing 
but exploitation and poverty, and whose economic life is 
still primitive.” He did not mean the voters in Arkansas. 
Ostensibly he was explaining Point Four to the furthest 
reaches of the Middle West. By implication, at least, he 
was declaring the American intention to court for the demo- 
cratic way the underprivileged in foreign lands for whom 
the Soviet has shown such profitable concern. 


In American thinking, however, the underprivileged are 
to be succoured not so much by a new division of the 
world’s goods, according to the Marxian doctrine or the 
Socialist gospel of equal shares, as by their multiplication. 
The American sees no inescapable reason why the increase 
in the total of goods and services available for all, which 
has been brought about in the short history of his own 
nation, should not be repeated throughout the world, with 
corresponding increases in the size both of the common pie 
and of each share of it, not excluding his own. 


This view may seem naive to older nations, but its effect 
on American thinking can hardly be over-estimated. It 
accounts for the increasing American impatience with Euro- 
pean assumptions that the common lot can best be improved 
by securing for one’s own country a larger share of the too- 
small European pie. It explains the horror with which 
Americans regard the nightmare of a depression, with its 
apparent denial of further possibilities of expansion, its impli- 
cation of the closed frontier and the end of opportunity, ideas 
which to Americans seem to have prevailed in Europe. 


Asked how they would go about exorcising old fears and 
producing new miracles, Americans usually answer in terms 
of industrial production and technological “ know-how,” with 
a bow toward removal of trade barriers. Behind these stands 
the primary tool of which they are less conscious—their 
Customary dependence on the scientific method in almost all 
fields of endeavour. The importance of this tool to society 
in the middle of the twentieth century has been obscured on 
the one hand by the abstruse and symbolic language which its 
specialists use, and on the other by awkward if well-meant 
attempts to make it understandable to the common man. 
The latter have created a mixture of faith and scepticism, 
but, far from making science understandable, have distorted 
it in the minds of many people into a kind of alchemist’s 
circus, free from the laws that ordinary men obey and able 
to produce fantastic wonders. 


Atomic fission is, of course, the biggest of these and the 
most fearful. Its destructive possibilities have been 
emphasised, but what is less appreciated abroad is that it 
also holds potentialities of enormous good when properly 
applied to modern problems. Americans are dimly aware 
of this, and it accounts for their willingness to contemplate 
what seems to other nations an unmitigated terror. The 


American’s willingness to scare himself half to death with 
horror stories is equalled only by his sense of pride and 
accomplishment at being able to survive and master the 
horror. The essential element in the adventures of that 
significant character of the “comic strips,” Superman, is 
not only that he continues to confront an endless series of 
atom bombs, death rays and other fiendish devices, but that, 
whether the peril takes human form or mechanical, it is 
Superman who triumphs in the end. 

To the United States, atomic fission means not only the 
bomb with its proven powers of extermination, but also the 
beneficence of allied discoveries—of radio-active isotopes in 
medicine, the harnessing of atomic energy to the cheaper 
running of machines and heating of houses, and so on. This 
is not to say that many Americans know what atomic fission 
is, but, what is perhaps more important, they have a 
tenacious if blind confidence in its ability to do what they 
want done. It is at the moment the great genie, with its 
potentiality for good or evil only half explored, but promising, 
or so Americans believe, a net good in the long run. 


*® 


This faith in science, this skill with its methods, is respon- 
sible for much that America achieves at home and hopes to 
achieve abroad. The scientific method, rather than philo- 
sophic reasoning or logical analysis, is the tool on which 
Americans tend to rely whether they be physicists, biologists 
or plumbers. “ Assuming a basic and pervasive orderliness, 
the method combines hypothesis and formulation of theory 
with the observation, classification, and use of facts so as to 
develop techniques which are altering both man and _his 
environment.” It is at once the greatest contributor to the 
practical realisation of the welfare state, and the best hope 
for the future. It is the prime factor in that making of the 
even larger pie, with larger pieces for everyone, which must 
be produced if the hopes of free enterprises socialism or 
communism are to be achieved. 

The table below shows the increase in spending on scien- 
tific research from 1930 to 1947, and the vast expansion on 
the part of the Federal government during the war. 


US RESEARCH AND DEVELOPMENT EXPENDITURES* 
(millions of dollars) 








| Total | Fed. Govt. |. tasty | Universite | Other 
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applied research and development, and $110 million for 
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Thus far, the scientific method has made its greatest pro- 
gress in the physical domain, but it appears to hold possibili- 
ties which are equally great in other fields. Its uses to 
society can be grouped under four headings, each of which 
serves the others. First, it has increased man’s productive 
years. Throughout most of recorded time, and despite the 
Psalmist’s optimism, man’s life expectancy at birth has been 
hardly more than 40 years. In the latter part of the nine- 
teenth century it began to rise, and in the United States it 
has now almost doubled. An American child at birth may 
expect to live for 70 years ; most of the extra 30 have been 
added to the original 40 by science in this country. 

Secondly, it is increasing the life, utility and productivity 
of those plants and animals which the earth provides and 
mankind uses. Details of the story of larger crops per acre, 
added nutritive values, better fabrics and materials, the speed- 
ing up of life processes among plants and animals and their 
better adaptation to man’s needs have been given from time 
1© time in these pages. The gains have only begun. 


* 


Third, advances in the knowledge of chemistry and physics 
have made it possible to bring into play an increasing amount 
of useful energy which will do man’s work and provide him 
with pleasure. A century ago the physical work in the 
United States was done principally by men and animals— 
men doing 22 per cent of it and animals §1 per cent. The 
other 27 per cent was done by mechanical devices. In 1900, 
men were doing only 15 per cent of it, animals 33 per cent 
and mechanical devices 48 per cent. By 1948, men in the 
United States did only 4 per cent of the physical work re- 
quired, animals did only 2 per cent and all the rest—94 per 
cent—was done by those mechanical devices which man had 
invented, manufactured, and harnessed to his needs. Nor 
was this all. The shift brought with it more than a five- 
fold increase in the output of goods per man hour worked, 
not © Mention improvements in quality and utility. 


Fourth, with more years in which to work, better food to 
keep him in better health, more energy to be applied to 
what he wants to do, man is bringing into use materials 
hitherto useless or neglected. More metals, more earths. 
more gases are adapted to his wants. The artificial fibres 
and rubbers, synthetic drugs and medicines, the plastics. and 
the new metallic substances are only a few of these, and every 


week the technical literature lists additions promised or 
achieved. 


The significance of all this for the individual and for 
society is something which the layman has hardly been 
expected, or been able, to grasp. Yet for the sake of his own 
future he must have enough understanding of it to give his 
support. His world is increasingly shaped by the findings of 
science. Were they to cease, he would slip back to an older 


and vastly poorer world. He has already forgotten how he 
lived there. 


(Other aspects of work in these four ficlds and their poten- 
tialities for a richer world will be examined in later articles.) 













** AMERICAN SURVEY’ is drawn from three 
sources. Articles described as. ‘‘From Our American 
Staff *’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 


without attribution is prepared in Lendon. 
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The Call for Public Works 


Win a steadily downward trend in production, incomes and 
employment, both Congress and the Administration face a 
rising clamour for the development of a public works pro- 
gramme. In working out a compensatory tax policy there 
is room for wide disagreement on the need for plant expan- 
sion, investment abroad, for subsidy payments to marginal 
consumers (or for the benefit of farmers), or for the broader 
adjustment of income and excise taxes at the expense of 
budgetary stability. The government will meet with no lack 
of advice, and that advice will be given by people with 
exceptional intellectual powers and with unusual degrees of 
courage and integrity. But they will still be politicians, 
reflecting in their judgment the response of pressure groups 
to conditions of adversity. Between their proposals, the 
government can have no easy choice. 


The development of a public works programme, however, 
is all too frequently assumed to be the perfect path to 
stabilisation, administratively easy, and one which offers 
ample scope for flexibility. And for this reason, the clamour 
for public works assumes the insistence of a cuckoo-call as 
the setback develops, and the complexities of budgetary policy 
become more fully apparent. The President and the Council 
of Economic Advisers apparently are not convinced that the 
time has come for a revival of the Public Works Administra- 
tion, and for a positive era of “ deficit finance ”—as distinct 
from the gap which will accrue automatically as revenues 
fall away, while government commitments stand fast. But 
a PWA (or something very similar) appeared in both the 
Spence and Murray Bills, known more formally as the 
Economic Stabilisation, and Economic Expansion, Bills of 
1949, and influential Republican Congressmen have this 
year given a formal blessing to public works, should depres- 
sion develop. The Council of Economic Advisers itself holds 
divergent views on the need for that Federal control and 
direction of investment which figure in the proposals of Mr 
Spence and Senator Murray. But the longer-term goal, both 
for the President and the Council, is stability via the Employ- 
ment Act of 1946. Leaving aside the plans for a general 
expansion of governmental power, the disagreement on public 
works covers only the timing of such a programme, and not 
its desirability, or inevitability, at some later stage. 


a 


The area of agreement is in turn confined to “ worth- 
while ” expenditures and does not apply to “ leaf-raking ” (to 
use the epithet reserved for many of the projects financed by 
the New Deal’s Work Progress Administration), since it is 
assumed, rationally enough, that conditions, which demand 
the creation of incomes irrespective of the merits of the 
work involved, would also demand something more than 
relief payments under the guise of public works. But, even 
on this basis, it is too often assumed that flexibility in scope 
and timing demands no more than advance preparation of 
a “shelf” of projects—work on which Congress has so fat 
shown little disposition to engage. 


How valid is this assumption, and how far can public 
works save the economy from a major setback ? These 
questions were posed recently by Mr Sherman J. Maisel,* 
mm the hight of work undertaken from 1933-38, and the con- 
clusions drawn ate by no means as optimistic as many 
economists, and many more politicians, would like. 

* Timing and Flexibility of a Public Works Programme, Review 
of Economics, May, 1949. 
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The local authority which must “ fertilise ” Federal loans, 
or grants-in-aid, may prove a barrier difficult to surmount. 
And Congress traditionally approves such grants, not on the 
basis of local needs, in terms of employment and income, 
but on the rough-and-ready yardsticks provided by a casual 
examination of the vital statistics. For housing and urban 
development legal methods are slow. Prior acquisition (of 
land) is difficult, and expensive if it requires that land remain 
unused for a period. Opinion holds that, if government is 
to receive value for money, the time-consuming method of 
advertising for bids and public awards must be followed. 
“Each new job means that the contractor must form an 
organisation almost de novo. A speed-up (with greatly in- 
creased costs) is often not possible because of physical factors, 
or limits created by equipment and supervisory personnel.” 


What actually happened in the prewar era of public 
works finance ? Says Mr Maisel: “ At the end of 1938, 
over eighteen months after the Act (establishing the US 
Housing Authority) was passed, less than one-third of the 
authorised units had been approved. It took more than 
three years before two-thirds were authorised. For the 
normal programme slightly over a year elapsed between 
presidential approval and contract award. For (later) defence 
projects, this 
time was cut 
to eight 
months. Con- 
struction for 
normal units 
took fifteen 
Months tO _ }_Pectesstion and vs. _ 

Engineers 

complete, and 

for defence 
projects, four- 
teen months, 
The average 
period of time 
to complete 
construct ion 
for a unit 
under USHA 
was four and 
a-half years from the passage of the law. Two and a-half 
years were used in setting up the agency and local authorities, 
and for surveys and negotiations.” 


PERCENTAGE OF FURDS EXPERDED IX EACH STK-MONTH PERIOD 
BY VARIOUS PROGRAMMES 
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Loca! Programmes 


New techniques may be established, continues Mr Maisel. 
But these figures are significant in the light of the importance 
attached to housing plans in public works. “If there is a 
housing programme, it will probably look exceedingly like 
USHA. A fair estimate would be that, on the average, in 
the first year after it was decided to inaugurate a housing 
programme, no money would be spent.” 


Expenditure patterns for all other components of a public 
works programme are shown in the accompanying table. 
Here, as Mr Maisel observes, the speed of expenditure 
“varies tremendously with the type of project.” In the light 
of these considerations, it is necessary to revise many of the 
political theories concerning the immediate value and flexi- 
bility of public works. The Federal Works Agency, more- 
over, recently stated that the “ shelf” of such projects avail- 
able for immediate development was not more than $4 billion. 
Mr Maisel has shown that timing and flexibility are not 
governed solely by failure to plan. But planning failures 


from 1949 onwards will increase delays. Unless that flexi- 
bility is to be attained by drastic government controls 
(which is, to say the least, unlikely), other weapons must 
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assume. greater importance ia the initial phases of a real 
depression. 


American Notes 


Fourth Point by Instalments 


The President has at last asked Congress to endorse with 
legislation the Fourth Point in his inaugural address, the plan 
for raising the standard of living of peoples in economically 
under-developed areas of the world, for the benefit of those 
areas themselves, of the United States, of Europe and of world 
peace. Large as is the scope of this scheme, Mr Truman’s 
request for the first year’s appropriation is even more modest 
than had been forecast—$45 million, which includes both $10 
million already requested for activities of this type and the 
American contribution to similar programmes under the 
auspices of the United Nations. The money will be used to 
provide the “technical, scientific and managerial knowledge” 
needed not only for improving educational, health and other 
services in backward regions, but also for planning long-range 
development schemes which would promote world trade and 
stability. Latin America {fs expected to get the largest share 
of this assistance, followed by Asia and the Far East; then 
come Africa and the Near East, with Europe and its depen- 
dencies at the bottom of the list. Every country receiving aid 
will be expected itself to bear a substantial proportion of the 
cost. There are many existing agencies, public and private, 
American and international, which have experience in providing 
“show-how ” of this kind and for this reason the President 
asks that he should be left free to delegate the administration 
of the programme to such government officers as he thinks 
suitable, rather than that a special agency should be set up. 


* 


This technical assistance will prepare the ground for produc- 
tive investments. Mr Truman considers that these must come 
chiefly from private sources, but that government encourage- 
ment will be needed. The State Department is believed to 
have wanted a special fund for guaranteeing such investments, 
but the Treasury felt that the existence of a fund pledged to 
this purpose would make it more difficult to negotiate the 
investment treaties with participating countries, which afé an 
integral part of the plan. Mr Truman has therefore asked that 
the Export-Import Bank, which has nearly $1 billion available 
in unallocated funds, should be authorised to guarantee private 
American capital, invested abroad in enterprises which con- 
tribute to the economic development of backward areas, against 
the risks peculiar to such investments—chiefly currency incon- 
vertibility, expropriation and damage by war. These guarantees 
are to be experimental to begin with, and it may prove that 
something bolder is needed than the slow and cautious methods 
which the Bank has followed, in accordance with sound finan- 
cial principles, when dealing with the more orthodox requests 
which have come to it in the past. Mr Truman recognised that 
novel devices might be necessary if private investment was to 
achieve the objectives of the Fourth Point. 


Congress will certainly hear a great deal about the threat 
to freedom of enterprise presented by these investment 
guarantees, on which opinion in business circles is sharply 
divided. This is the most controversial part of the programme, 
but the present request is only the first instalment of, in Mr 
Truman’s words, “ a venture which extends far into the future.” 
In its present tired and penurious mood, Congress certainly 
does not feel inclined to explore such a long road, even though 
the initial cost will be small and the expedition may, therefore, 
not be seriously considered before the New Year. 


x * * 


Cherries and Clothespegs 


The chief symptom of the economic illness, that is de- 
veloping in Europe in spite of the Marshall medicine, is the 
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decline in the dollar value of European exports to the United 
States, which has followed the fall in both American prices and 
in American demand. Mr Hoffman maintains that American 
imports from Europe must be doubled if the Marshall] plan 
js to succeed, yet the Reciprocal Trade Agreements Act, 
which makes tariff reductions possible, has been allowed to 
expire by the Senate. In itself this is not serious, since it 
means only that no new tariff negotiations may be completed, 
not that existing agreements lapse, and the Act is almost 
certain to be renewed before Congress adjourns. 


But the Administration wants to renew the Act without the 
“peril point” clause added by the Republicans last year, 
under which the President must account to Congress for any 
reduction of duty below the point at which, in the opinion 
of the Tariff Commission, American producers would suffer 
injury. The effect of this was to transfer the responsibility for 
tariff reductions from the Administration to the Commission, 
which is more solicitous for the interests of domestic producers 
than is the State Department. In February the House made 
no difficulty about leaving the peril points unguarded, but the 
Senate’s delay has allowed time for breaches to appear in the 
walls of America’s prosperity. These breaches, in the opinion 
of the constituents whom the Senators will soon be meeting 
face to face, are caused by foreign storming of American 
markets and should be closed with a new tariff wall. 


The cherry growers of Oregon, the watchmakers of Massa- 
chusetts, the oil producers of Texas, the textile manufacturers 
of New England and many others are all feeling the need of 
shelter. Their efforts to obtain extra protection through the 
European Recovery programme seem doomed to failure, for 
this year at least, but many Senators are unwilling to take 
away the existing protection of the peril point. This unwilling- 
ness will grow with every week’s delay and with every rumour 
that Britain is to reduce imports from the dollar area. Already 
Senator Johnson, the Democrat from Colorado, a state 
dominated by wool and mining interests which always look 
favourably on tariff protection, has announced that he will 
“go with” his Republican colleague, Senator Milliken, who 


leads the forces fighting for the retention of peril points. 


But even without the peril point, the effectiveness of the 
Trade Agreements Act could be underminca by the “ escape 
clause,” introduced by the Administration some time ago to 
reassure Senator Vandenberg, but only just invoked for the 


first time. This clause allows manufacturers to demand an 
increase in a duty, if its reduction under the Act has seriously 
injured them. Such an increase has been requested by the 
Clothespin Manufacturers of America, who claim that the 
lower duty imposed on their product under the trade agree- 
ment with Mexico has enabled clothes-pegs to be dumped on 
the American market by Swedish producers who benefited 
from the Mexican agreement under most-favoured-nation 
policy. Producers of wool berets and rattan reeds have similar 
claims pending before the Tariff Commission and, if these are 
successful, a stream of such petitions is expected to follow. 


* we * 
Teachers Take the Test 


The end of this academic year has presented teachers and 
administrators, like their students, with a test. The question 
is whether members of the Communist party should be able 
10 wrap round them the mantle of academic freedom, in 
defence of their right to teach. A commission of the National 
Education Association, which included General Eisenhower 
of Columbia and President Conant of Harvard, recently con- 
cluded that party members have given up that freedom of 
thought which is essential to good teaching in a democracy 
and that they should be excluded. The report urged, how- 
ever, that no teacher should be carelessly branded as a Com- 
munist, and Communist doctrines should continue to be 
studied and dissected in the schools. 


The University of Nebraska did not wait for this authorita- 
tive ruling to bar Communist teachers and textbooks ; it has 
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been followed by the University of California, the third largest 
in the country, which now requires the 4,000 teachers and 
administrative workers on its eight campuses to take a more 
rigorous loyalty oath. Earlier, New York had passed the 
Feinberg Act to root out Communists and their fellow- 
travellers ; in Illinois private institutions which do not con- 
form are threatened with the loss of their tax exemption. The 
American Association of University Professors has before it 
a record number of allegations of unjust dismissal, including 
cight complaints of teachers who say they were discharged 
for aiding Mr Wallace’s campaign. 


The House Committee on Un-American Activities, which 
has recently seemed to be beached high and dry, could not 
be expected to resist the temptation to set out after this promis- 
ing shoal of academic red herrings ; its chairman requested 
107 colleges to send in their reading-lists, prompted by the 
anxieties of the Sons of the American Revolution, who seem 


“Fire!” 
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Herblock in the Washington Post. 


even more nervous than their sisters. This ramshackle fish- 
ing expedition has been disowned by the Republican committee 
members who had no share in its launching, but it lends some 
plausibility to arguments that the need for federal aid to educa- 
tion is outweighed by the danger of such interference. It 
has evoked so much ridicule and resentment, however, that 
it may mark the turning of the tide. Phi Beta Kappa, the 
national scholastic roll-of-honour society, has denounced 
academic loyalty oaths as likely to intimidate teachers and 
disillusion students. Yale, while it will employ no Communists, 
steadfastly opposes the loyalty oath. Harvard, an even older 
citadel of academic freedom, has refused to bow to the threat 
of a graduate to withdraw his contributions—sorely needed 
though they are—unless it discharges Dr Shapley, the organiser 
of the Waldorf conference of fellow-travelling intellectuals 
and another professor. The demand was lodged by a Mr 
Ober, who might have overlooked Dr Shapley, but was tried 
beyond endurance when he discovered that meetings to oppose 
the anti-subversive law he was sponsoring in Maryland were 
being graced by a professor of his old university. Harvard, 
however, has declared that it is “not afraid of freedom,” a 
timely reminder to other Americans that the torch in the hand 
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of the Statue of Liberty is not to be confused with a red 
conflagration. 
* * x 


Labour’s Half Loaf 


The labour unions found a chillier welcome than usual 
awaiting them last week when they knocked on management’s 
door for wage increases and other benefits. The steelworkers 
were told that their contract did not provide for bargaining on 
pensions at this time and they may have to defer their hope 
of securing retirement benefits such as those Mr Lewis has won 
for the miners. The automobile workers at the Ford Com- 
pany were also told that their pension request cannot be 
granted without a substantial increase in the price of cars, and 
were urged, instead, to accept an 18-month wage freeze. The 
General Electric Corporation has also turned down a request 
for a $500 a year “ wage package.” 

Mr John L. Lewis alone has come up with an idea which 
finds immediate favour among the operators: a proposal for 
a three-day week in the bituminous mines to prevent over- 
production and price cutting. The enthusiasm of the mine- 
owners is tempered, however, by a fear of the anti-trust laws 
and uncertainty whether Congress, which more than a decade 
ago passed the now defunct Guffey Act, would once more 
make an exception of an industry which shows signs of re- 
lapsing onto the sick-bed from which it was rescued by the war. 

The unions have also suffered a not-unexpected setback in 
the Senate debate on the repeal of the Taft-Hartley Act. Mr 
Truman’s lieutenants had been set a tight-rope walking exer- 
cise: to retain enough of the Taft-Hartley Act to win over 
waverers from the right without losing labour votes in the 
Senate and labour support outside it. Four concessions were 
passed without difficulty. Union leaders will have to sign 
anti-Communist affidavits and submit financial reports, but so 
will employers ; a limited degree of free speech for employers 
is continued, and also the requirement that unions as well as 
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managements bargain in good faith. The hope, however, has 
been frustrated that the new labour law might emerge inno- 
cent of any reference to the use of the injunction in disputes 
involving the national health and safety. 

The Administration’s original Bill relied entirely on the 
President’s “inherent powers” to restrain such strikes; when 
it became clear that this would not satisfy the Senate, the 
power to seize an industry was put forward as an alternative 
to the injunction which would be more palatable to labour 
This compromise, as well as several others, was opposed by a 
coalition of those who thought it went too far and those 
who thought it did not go far enough, and in the end the 
Senate passed, by 50 to 40, Senator Taft’s amendment authoris- 
ing the President to use either the injunction or the power 
of seizure. For Senator Taft, this is a retreat from his original 
position, prompted, perhaps, by a recognition of the part labour 
may play when he comes up for re-clection next year. The 
President and his labour advisers will now have to decide 
whether to accept this half-loaf. The veto of the original 
Taft-Hartley Act paid Mr Truman handsome political divi- 
dends, but a second veto of a more moderate measure might be 
subject to the law of diminishing returns—particularly if Mr 
Lewis should celebrate it with another strike. 


Shorter Note 


The House of Representatives, forgetting the economy cam- 
paign in the interests of a Congressional junket, recently sent 
five of its members to the Moral Rearmament Assembly at 
Caux in Switzerland, in a specially chartered plane at a cost 
of $5,000. Neither the House nor its envoys had a clear idea 
of where they were going or for what purpose, but fortunately 
they found justification for their trip in Caux, since MRA is 
now concentrating on anti-Communist propaganda and has 
the approval of General MacArthur, who permitted a Japanese 
delegation to attend. 
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THE WORLD OVERSEAS 


Italy’s Precarious Recovery 


HE strike of the Indian farmworkers which, after con- 

siderable unrest, was settled on June 23rd, was caused by 
genuine grievances. The labourers (braccianti) on Italian farms 
are the worst paid of all workers—their average monthly wage 
(about £9) is half the average in industry—and in most areas 
they are exposed to long periods of unemployment. In Emilia, 
for instance, a working year of 165 days is not uncommon. 
The demand of the braccianti for better pay and more family 
assistance had a good deal of public sympathy behind it. The 
problem is how, in an economy as restricted and hemmed in 
as that of Italy, to secure a genuine increase in their share of 
the national income. 


In many ways, the Italian economy has been well managed 
in the last eighteen months. The deflationary policy intro- 
duced in the autumn of 1947 has been followed, as the tables 
below illustrate, by a long spell of steady prices, steady wages 
and a steady cost of living index. The budgetary deficit has 
been drastically reduced, the value of the lira has remained 
constant and confidence in the country’s money, which was 
vanishing in 1947, has been restored. 


During the same period, production in industry has reached 
approximately the level of 1938 and agriculture does not lag 
far behind. In 1948 a really remarkable effort was made in 
the field of foreign trade, Italian exports registering an increase 
of 40 per cent in the year. The following table shows the 
scale of the achievement: 

Iraty’s ForeiGN Trape (Comparisons BasEp ON 1938 Prices) 
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The result was an improvement in Italy’s balance of trade 
from a passive balance of $788 million in 1947 to a passive 
balance of only $272.2 million last year. 


In spite of these genuine achievements, the Italian economy 
remains in a precarious state. To produce at all, it must 
import. If the recent oil strike in Northern Italy proves 
genuine, it may ameliorate one of its great natural dis- 
advantages—the absence of indigenous raw materials—but 
all other basic materials are absent. Imports in turn depend 
upon Italy’s continued capacity to export and it is doubtful 
whether 1948’s performance can be repeated in 1949. In the 
first three months of 1949, the high level of exports was main- 
tained at 47 per cent above the Corresponding quarter of 1948, 
but in April both imports and exports began to fall. 
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The nature of Italy’s exports increases the vulnerability. 
Europe’s present tendency is to cut the imports of inessentials, 
Cheese, fruit, flowers, wine are among the first to suffer and 
they are all typical Italian products. The tremendous expan- 
sion in Italian exports of finished goods, particularly the pro- 
ducts of mechanical industry, was made possible partly by the 
postwar shortages of these goods, partly by the disappearance 
of German and Japanese competition. The restoration of 
western Germany may restore to some extent Italy’s old exports 
to Germany of fruit and nuts and dairy products, but German 
exports may close some markets to Italian industrial exports, 
Difficulties have arisen in Italian trade with the sterling area. 
At present, the Italians have a sterling balance of 40 million 
lire. They blame this unbalance upon the “ over-valuation” 
of sterling, which, last November, was fixed at 2,317.25 lire 
to the pound sterling in order to keep sterling in line with the 
dollar. But some Italians are also inclined to blame the severely 
restricted import policy pursued by Italy. 


Above all, Italian exports in 1948 gained by Argentina’s 
trading difficulties with both the United States and Britain. In 
1948, Argentina sprang ahead to become Italy’s largest market. 
After April this year, however, trade with Argentina began to 
shrink and recently, Argentina has announced large import 
restrictions, 


Too Little Re-equipment 


Italian industry cannot immediately offset any decline in 
exports by satisfying mass demand at home. There is no large 
internal market in Italy. In 1948, most consumer goods were 
selling at levels well below those of 1938 (60-75 per cent for 
textiles, 65 per cent for footwear, 60 per cent for soap, 50 per 
cent for new furniture, and in spite of idle capacity in the textile 
industry and unemployment among building labourers, virtually 
no programmes for cheap textiles or cheap houses have been 
undertaken since the two Unrra-sponsored projects, Unrra 
Tessile and Unrra Casas, introduced three years ago. The pic- 
ture is not much better for some production goods. In 1948 
domestic purchases of tractors and machine tools were far 
below what was necessary for better and cheaper production 
and also below what could in fact have been produced by 
Italy’s war-expanded mechanical industries. 


This last shortcoming points to another weakness in the 
Italian economy, a weakness shared with other European 
countries, but particularly dangerous in Italy, where it has been 
fostered by decades of autarky. Productivity in many branches 
of industry is low, and one of the reasons why the export drive 
of 1948 was possible was because many goods had priced 
themselves right cut of the domestic market. So far, the 
modernisation and re-equipment of Italian industry have been 
undertaken only very patchily ; and it is a complaint of the 
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ECA mission to Italy that in 1946 and 1947 private industry, 
left to itself, far from renovating or installing plant, devoted 
a large proportion of its capital to building up speculative 
inventories. 

The improvement of productivity i in Italy faces one problem, 
however, which is absent in other western European com- 
munities—the rapid rise in the Italian population. The Italians 
are expanding at a rate of 400,000 a year and the peninsula has 
not the means to absorb such an increase. The classic methods 
of raising productivity—by increased mechanisation and the 
reduction of direct labour costs—can be used only. very 
circumspectly in an economy overflowing with available man- 
power who must either be absorbed or go unemployed or find 
means of emigration. 

The problems facing the Italian Govemaient are thus for- 
midable. The prosperity achieved so far is precarious since it 
has been underpinned by a favourable but probably temporary 
conjunction of circumstances in the export trade and by 
Marshall aid. Unfortunately for the Italian Government, the 
fundamental difficulty—insufficient resources to support too 
many people—is beyond their control and only a great act of 
western solidarity in which the United States, the British 
Commonwealth, Latin America and France agreed to back a 


programme of regular Italian emigration would put a really - 


sound foundation under the rickety Italian house. 


Need for More Investment 


Nevertheless, more could undoubtedly be done to increase 
the size of the internal market in Italy and to improve produc- 
tivity in both industry and agriculture. The rate of capital 
accumulation has been insufficient to exploit all the resources 
of the Italian community. In spite of a great increase in 
savings—the Minister of the Treasury, Signor Pella, recently 
put the percentage of savings at 18 per cent of the national 
income—they do not find their way in sufficient scale into 
industry or agriculture. The reason is in part the extent of 
state control. Over 70 per cent of the saving institutions are 
controlled by government and through direct ownership or 
through the mammoth holding company, the IRI (Istituto di 
Ricostruzione Industriale), large sectors of all heavy and 
mechanical industry are state controlled. But ever since the 
crisis caused by inflation in 1947, all state institutions have 
fought shy of credit expansion for fear of disturbing Italy’s 
hardly gained monetary stability. The result has been a caution 
which has aroused Italy’s American advisers to protest, A 
modest reversal of the trend has now been introduced and the 
long-term estimates for Italian investment have been increased, 
but this expansion is still inadequate. 

Private industry has not taken up the slack left by govern- 
ment. Italian industry, feudal in tradition, largely monopo- 
listic in its higher reaches, protected by decades of fascism 
and long financed by a series of disastrous war efforts, has 
missed the revolution essential to genuine “free enterprise ”— 
the revolution of Henry Ford. Save in a few exceptions, the 
notion of producing cheaply for the many and gaining small 
profits in a large turnover is not part of the Italian business 
mentality. Investment remains weak, and the increases fore- 
cast in Italy’s long-term plan for investment by private business 
are unlikely to be achieved. 

This relative stagnation in Italian big business underlines 
another weakness in Italian society—the gulf between the small 
group of industrialists and landed proprietors of great wealth 
and the poverty of the masses. The visitor sometimes has the 
impression of living in a country with two almost totally dis- 
connected economies—the small closed circle of the very 
wealthy and the poor, ingenious, resourceful, intensely active 
lite of the masses. This antiquated social structure has its 
economic repercussions in limited high cost production and the 
lack of a large internal market. It has its political repercussions 
in the alienation of a large part of the working-class and the 
perpetual undercurrent of political instability. The recent 
strikes among the farm workers were thus symptoms of a much 
wider malaise. 


Ten Year Plan for the Congo—l 


Routes for Strategy and 
Trade 


(FROM OUR BRUSSELS CORRESPONDENT) 


No visitor to Belgium in recent years can have failed to be 
impressed by the nation’s Congo-consciousness. The 
feeling is opportune, because the almost unwanted baby of 1908 
has become a promising znd important stripling, whose furthérc 
growth and relations with his neighbours are calling for a close 
overhaul of parental policy. The Congo, with the trustee terri- 
tory of Ruanda Urundi, straddles the equator qver am area 
almost as large as continental Europe, stretching from the 
Atlantic to Lake Tanganyika. Both now and potentially, it is a 
source of great wealth, animal, vegetable and mineral. Through 
it rufs the strategic traffic artery which links the Atlantic with 
the upper waters of the Nile and—usable though not yet com- 
plete—the first main motor highway between the Mediterranean 
and the Cape. Through it, too, are destined to run the two 
arteries linking the Atlantic with the Indian Ocean. The closifig 
of the Mediterranean in the second world war showed the need 
for strengthening west-east communications across Africa. 
Bearing in mind the Congo’s desert frontier in the north and the 
important mineral deposits further south, the strategic impot- 
tance of the territory needs no emphasis. At the same time its 
internal communications have as much to carry as they can 
bear, and an important part of the colony’s produce already 
leaves by other routes. . Belgium can thus reverse with equa- 
nimity the traditional policy of favouring the use of the routes 
nationales and allow Congo comntunications to. be integrated 
with the trans-African traffic routes. 


There are three main routes into the Congo interior,‘ all 
radiating from Leopoldville. From Leopoldville all traffic pro- 
ceeds by steamer, the Great Lakes system following the main 
curve of the river as far as Kabalo—a matter of 1,500 miles— 
whence a rail connection links it with Lake Tanganyika at 
Albertville. This system is somewhat slow of operation, especi- 
ally since navigation difficulties necessitate trans-shipment from 
steamer to rail at Stanleyville and again at Kindu. Northbound 
traffic links at Bumba with the strategic Royal Road to Juba afd 
the Nile or, turning up the Itimbiri as far as Aketi, with: the 
narrow gauge rail connection to Boma in the north and through 
Paulis to the Mungere terminus in the north-east. The southern 
route uses the Congo’s left-bank tributary Kasai to the railhead 
at Port Francqui, where the traffic is trans-shipped onto the 
Katanga railway system running to Elisabethville and the prin- 
cipal mining districts, 


Trans-African Route Inadequate 


The Katanga system, by a branch-line from Tenke, links 
with Portuguese Angola, and provides an alternative seaward 
outlet through Lobito, which is used by much of the Kasai 
diamond traffic. It also links with the Rhodesian system, across 
the frontier at Sakania, and much of the Katanga copper traffic 
uses this route in the returning wagons sent up from the Wankie 
collieries. It finds its outlet to the sea, also in Portuguese terri- 
tory, at Beira. There is thus, between Beira and Lobito a rather 
roundabout trans-African connection which, with the traffic 
growing in strategic and economic importance, may soon prove 
inadequate. 

The Katanga system passes within about 250 miles of the 
Great Lakes system, but the two do not connect. The policy 
which has maintained this anomalous gap has now been recon- 


. sidered ; and part of the Ten Year Plan, which the Belgian 


Minister for the Colonies has lately submitted to the Cabinet, is 
a firm project for a railway from Kamina to Kabalo. This will 
link both Lobito-Tenke and Méatadi-Port Francqui with 
Albertville and thence, by the Tanganyika system, with Dar-es- 
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Salaam. Unfortunately, the two Congo systems are of different 
gauge and, logically enough it is that between Kabalo and 
Albertville which is to be altered. This will necessitate a similar 
change over the 1,350 miles of track in Tanganyika before the 
link can be fully completed by the train-ferry across the lake 
io Nigoma, the passage involving in the meantime trans-ship- 
ment on either shore. 

A further shortening of the route, by direct rail connection 
between Matadi and either Port Francqui or Luluabourg, does 
not appear for the moment to be practical. In any case, the 
usefulness of the connection between Lobito and Dar-es-Salaam 
limited by the port 
facilities at either | 4 
end. Much may be ’ 
done, in time, by ex- 
pansion at the Tan- 
ganyika end; but it 
is clear that a second S 5 ~\ 
trans-African route, 
with an alternative 
seaward outlet in the 
east, May soon be- 
come a_ necessity. 
Little has lately been == 
heard of the pro- = Sp pecan u 
jected railway, men- 
tioned in the Hailey 
report, linking 
Stanleyville with 
Kasenyi on Lake 
Albert and thus con- 
necting with the Nile. 
This link is, how- 
ever, supplied by an 
arterial motor road 
which crosses the north-south road by which Lake Kivu and 
Costermansville are connected with the Cape to Cairo road at 
Watsa and the Royal Road at Faradje. There has, neverthe- 
less, been pressure from the British side for action which would 
direct traffic to Mombasa by a link with the Uganda railhead at 
Kampala. For this purpose the project considered has been a 
railway from Stanleyville to Goma, on Lake Kivu. This has 
been abandoned for the time being, but it is understood that a 
first-class motor road from Stanleyville to Goma will be pro- 
vided for in the Plan. How this will link with Kampala and 
Mombasa will be a matter for decision on the British side. 
Stanleyville, however, will thus lie at the intersection of the 
Matadi-Mombasa system with the Cape to Cairo road, thus 


justifying its proverbial status as the turntable of central 
Africa. 


SANGOLA“S* 
= (Portugese) 
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Export Surplus for Belgium 


The Congo is still at an early stage of its development which, 
nevertheless, has been rapid and was greatly stimulated by the 
war. In 1948 its exports were valued at some £60 million, half 
of which was in mineral products, almost as’ much in crops 
(including vegetable oil) and with ivory and hides as the chief 
remaining items. Its imports amounted to some £47} million, 
of which nearly £22 million was accounted for by machinery, 
metal goods, ships, vehicles and parts, which can properly be 
charged to capital account. Almost the whole of the export 
surplus was sent to Belgium, the accounts with the rest of the 
world being in approximate balance ; but they included a {10 
million deficit with the United States and a credit of the order 
of £6,000,000 with the sterling area. This, however, does not 
fully state the contribution of the Congo to the economy of the 
Belgian franc area. In particular, it incompletely reflects the 
revenue from the sale of radioactive minerals ; and it takes no 


account of the export trades which Belgium has built on a . 


basis of Congo-produced materials, notably cotton, copper and 
zinc. 


Development of the Congo is conditioned partly by the 
character of the country and partly by the distribution of the 


” B ESL\G 
Poa 
+ 


B Senku;, 


rae «6! NORTHER 


THE ECONOMIST, July 2, 1949 


mineral resources. In broad terms, the intractable and almost 
undeveloped central basin, lying at an elevation of about 1,000 
feet and bounded by the Congo, Kasai, Sankuru and Lomami 
rivers, is surrounded by hilly country with a great number of. 
tributary streams. In such country communications are difficult, 
and this partly accounts for the scattered nature of much of the 
mining enterprise. The most valuable resources—copper, cobalt, 
manganese and uranium—are indeed centralised on Elisabeth- 
ville, its northern neighbour Jadotville and the expanding 
radium community of Shinkolobwe. These workings are close 
to—in the case of copper abutting on—the extreme edge of the 
upper Congo at the 
North Rhodesian 
frontier, and they are 
well served by rail- 
ways. Gold work- 
ings, however, are 
. very dispersed, the 

chief developments 
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l A n?° ok being in the far 
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north-east, but other 

* ee) Sa concessions being as 
:, far apart as Leopold- 
ville, Luluabourg and 
Costermansville. Tin 
workings are on both 
sides of Lualaba (the 
upper Congo) begin- 
ning 150 miles north 
of Jadotville, near 
Bukama, extending 
northwards to the 
boundary of Stanlev- 
ville province and 
thence eastwards into 
Ruanda-Urundi. The chief diamond country is in the upper 
Kasai (Tschikapa), though there are workings 300 miles further 


east, and others in the extreme north-east between Wamba and 
Irumu. 


uel 


(To be continued) 


Surveying the Amazon 


[FROM OUR CORRESPONDENT IN RIO DE JANEIRO] 
THE International Institute of the Hylean Amazon has probably 
suffered more than most of Unesco’s projects from misrepre- 


sentation. In the Amazonian countries themselves (which 
include six of South America’s ten republics) extravagant hopes 
that an international brains trust would make the “ wet desert ” 
blossom like the rose doubtless owed much to the wishful 
thinking of Latin American spokesmen> Such hopes were 
bound to wane, and it seemed inevitable that the cynicism 
they had already evoked in the outside world should eventually 
supplant them in Brazil, the country most closely concerned. 
A prominent Brazilian scientist who is experimenting, with 
mixed success, with jute and rubber in the lower Amazon is 
openly sceptical about the usefulness of Unesco in this region, 
and in Rio de Janeiro little or no mention of its scheme now 
appears in the newspapers. 


Against this crossfire from the disappointed and the sceptical 
—those who fee] that Unesco should do much more and those 
who believe it can do no practical good—the International 
Institute of the Hylean Amazon is, in fact, advancing slowly. 
A beginning has been made with the field work that is part of 
its essential task of tropical research. In the Gurupa region of 
the lower Amazon a scientific party from Columbia University, 
accompanied by Brazilian scientists, has been studying social 
anthropology ; and an international team of geographers, 
botanists, anthropologists and geologists recently spent four 
months exploring the Rio Huallaga, a Peravian tributary of 
the Amazon. These “ pilot surveys,” as they were described 
to your correspondent by Mr E. J. Cor vr, the English scientist 
who is supervising the Institute’s preliminary work, are only a 
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beginning, but expeditions of this sort are at least likely to 
throw light on the possibilities of a vast region litth known 
even to scientists. 


Manaos, Brazil’s deep-water port 900 miles up the Amazon, 
has been chosen as the Institute’s headquarters. The town’s 
prosperity of the rubber boom years that culminated in 1912 
has never been recaptured, and few of its citizens expect a 
return of that hectic era, when the wealth per head of the 
Amazonian Capital was said to be higher than in any other city 
in the Americas. In those days, its only link with the outside 
world was the British steamship line which still plies regularly 
between Europe and the Amazon—at certain seasons of the year 
as far as Iquitos, on the river’s Peruvian headwaters. Britain’s 
long record of trade and exploration in the Amazon has not 
been forgotten in Manaos, whose traffic once followed the 
British custom of keeping to the left, and whose wealthiest 
families until the war made a point of educating their sons in 
England. In Manaos, as throughout north-eastern Brazil, 
British prestige still stands very high, and Unesco’s initiative 
has been welcomed as a sign of renewed outside interest in a 
difficult hinterland. Here, more clearly than anywhere else, 
the scheme is seen in its true perspective. The local authorities 
accept it as modest but promising, and in his trips into the 
surrounding country Mr Corner has been given a great deal of 
practical help from the caboclos, native Jabourers who are 
unlettered but wise in the ways of the jungle. The Com- 
mercial Association of Amazonas is also co-operating actively 
in his work. The Federal Government has shown itself 
warmly sympathetic towards the whole scheme. 


Lessons of a Laboratory 


The use to which the Institute’s findings can eventually be 
put in developing the resources of the Amazonian countries 
seems to depend largely on the initiative and interest of these 
countries themselves, and principally Brazil. Two thirds of 
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its immense territory—an atea twice as large as Argentina—are 
drained by the Amazon. What can be done to improve public 
health has already been shown by the Americans, who, to 
protect their wartime garrisons on the strategic Brazilian bulge, 
made it safe to sleep in the Amazonian port of Belém without 
a mosquito net. The experts mobilised by Unesco may be able 
to show that crops could be raised where none had been grown 
before ; where—or even how—communications might be im- 
proved to harvest and market much of the region’s untapped 
wealth. But it is no part of their job to build such communi- 
cations, to raise crops commercially, or to obtain capital for 
these ventures. Theirs is essentially laboratory work, and the 
use of Amazonia as an international laboratory offers an 
obvious approach to diverse tropical problems not only in 
South America but in ether continents. 

In Brazi] itself Unesco’s work might even indicate new 
investment channels to Mr Nelson Rockefeller’s International 
Basic Economy Corporation (IBEC). This organisation ‘offers 
a commercial approach to Brazil’s great problem of feeding 
its population adequately, and is already a going concern in 
both Venezuela and Brazil. An agreement has just been signed 
between the Brazilian State of Minas Geraes and IBEC’s 
affiliate, the American International Association, which will 
set up a “Commission for Rural Credit and Technical ‘Assis- 
tance,” and IBEC’s own land-clearance schemes (none of them 
in Amazonia) are making impressive changes in some of 
Brazil’s agricultural zones. In Brazil today there is obviously 
room for both the Unesco and the IBEC ventures as part of 
the gigantic and slow-moving pattern of Brazilian progress, 
Each in its own sphere is no more than a pioneering effort, 
and only the future can tell what benefits each w'‘l bring. 


Trials of Modern Exploration 


Meanwhile, the International Institute of the Hylean Amazon 
faces administrative problems of a kind spared to the free- 
lance explorers of pre-Uno times. Space has to be found to 
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house not only visiting scientists but also the secretariat of 
what has come to be one department of an international Civil 
Service; and Manaos has a housing shortage. Funds have 
also to be found to pay salaries. But the 17 Latin American 
governments which together constitute a powerful voting bloc 
in Unesco’s councils, meet only 34 per cent of the parent 
body’s expenses. A more encouraging attitude has been adopted 
by Brazil towards the Hylean Amazon scheme. To maintain its 
secretariat during 1949 $72,000 are required, and the Brazilian 
Chamber of Deputies has voted half of this sum. The 
remainder falls to be paid by the other Amazonian countries, 
and by Great Britain, France and Holland, which are repre- 
sented because of their colonies in the Guianas. 


If budget limitations help to restrain the bureaucratic side 
of the Institute’s activities without cramping the work of the 
scientists, this new experiment in international co-operation 
may yet prove to have more practical worth than its critics 
expect. Amazonian exploration was never easy, as any reader 
who has shed sympathetic sweat over Mr H. M. Tomlinson’s 
“The Sea and the Jungle” will readily understand. It is 
unlikely to be easier simply because it is carried out under 
international auspices. But under any auspices the real work 
of discovery must go on if the Amazon is ever to play a fuller 
part in the economy of Brazil and the world. 


Uno and the Backward Areas 


(By a Correspondent) 


Tue move of the US Government towards putting the 
economic work of the United Nations on the map by asso- 
ciating its Economic and Social Council with President 
Truman’s “ bold new programme” for the economic develop- 
ment of backward areas is now bearing fruit. The sub-com- 
mission on economic development, a body of Uno experts, 
published a report on April 12th, and the Secretary-General 
has just issued the Uno plan of “Technical Assistance for 
Economic Development.” This it is hoped, will receive the 
approbation of the Economic and Social Council at Geneva 
next month and—more important perhaps—provoke the 
announcement of some form of financial support by the US 
delegates at that meeting. 


It is an article of faith at Lake Success that political 
differences cease to be troublesome when international economic 
discussions are “kept on the technical level.” By means of 
a bewildering hierarchy of committees, the discussions of 
the experts on economic development were in fact very com- 
fortably insulated and protected against the upheavals which 
regularly afflict the political bodies. A great deal was con- 
sequently expected of their recommendations, which, it was 
generally assumed, would provide the opening salvo in the 
Uno campaign for a leading place in the bold new programme. 
But something seems to have gone wrong with the insulation. 
The plain fact is that the observations of the experts are dis- 
tinguished by a startling mediocrity where they are correct 
and by incredible ineptitude where they are not. 


The Secretary-General’s report on the Uno plan for Tech- 
nical Assistance is a considerably more impressive contribution 
to the subject. It need hardly be said that the plan involves 
substantial expenditure, or that the budgets, given below, are 
stated for the purpose of convenience in terms of US dollars: 


First Second 
Year Year 

(Millions of Dollars) 

Ree eee 5 Ee SE 5-9 9-3. 
International Labour Organisation... ... 4:7 6-8 
Food and Agricultural Organisation 9-4 11-4 
SD aa Sn sg "6 a So a4 a Kn ec ck 6-2 10-7 
International Civil Aviation Organisation 0-5 1-0 
World Health Organisation ............ 9-2 11-0 
PONIO is meek gunk tains aie s easens 35-9 50-2 


These seemingly modest amounts are to be spent in sending 


expert missions to the undeveloped countries ;- taining 
students ; financing scientific and industrial research and 
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related publications ; supplying seed, medical and technical 
equipment, and in other ways spreading a knowledge of modera 
technique throughout the backward areas. The aim is 
unexceptionable and the law of averages will undoubtedly see 
to it that some of these admirable intentions bear fruit. But 
the grounds for some disquiet are apparent even at this early 
stage. 


Dangers of Duplication 


In the first place, as the Secretary-General explains in his 
introductory note, it was not possible to prepare a combined 
budget covering the United Nations and the specialised 
agencies as well. This will mystify the general public which 
not unreasonably fails to make any distinction between Uno 
and the specialised agencies. Secondly, as the budgets are 
separate and distinct, so are the plans. At first sight this 
seems not unexpected, and perhaps not undesirable, since 
each agency has its own field of interest and special expertise, 
Unfortunately, however, these fields almost exhaust the entice 
territory of economic development, leaving only insignificant 
scraps to the headquarters at Lake Success. Thus the fact 
that the plans of the International Bank envisage technical 
assistance in “industrial, power and transportation projects,” 
while the plans of Uno involve technical assistance in 
the “unassigned fields” of “manufacturing industries,” 
“mechanical power” and “road, rail and water transport” 
will not surprise experienced civil servants familiar with the 
strategy of bureacratic empire-building as practised in London 
or Washington. But it may well seem incomprehensible to 
the general public. It is a pity that jurisdictional disputes 
among the Uno organs could not have been set aside on 4 
matter of this importance. 

In the absence of any generally agreed definition of economic 
development or any generally agreed method for developing 
backward areas, the plans for technical assistance are neces- 
sarily tentative, tenuous and varied in the extreme. The joint 
malaria control project of the Food and Agricultural Organisa- 
tion, and the World Health Organisation, and the International 
Labour Organisation advisory services on social security are 
readily understandable ; the Unesco quarterly bulletin on the 
social implications of science are somewhat less so, and the 
Uno pamphlets on the methods of power generation from 
windmills seem distinctly in the class of contributions by 
harassed officials anxious to make constructive suggestions in 
time for the next air mail. The possibility of getting action 
on these programmes is probably greatest for the agencies, 
already experienced in the business, particularly the ILO and 
FAO. Beginners such as Uno itself may well find the clients 
coy and the administrative details troublesome. 


Lack of Experts 


The effective spending of the budgeted $85 million in two 
years is highly unlikely, if only because the competent experts 
simply do not exist in the numbers required. It is signti- 
ficant in this connection that the International Bank and 
the International Monetary Fund, whose importance for 
economic development is fairly obvious and whose staffs are 
ample, have contributed—almost with an air of pained sur- 
prise—only the sketchiest plans to the report and have ex- 
plicitly refrained from asking for money. 

It is safe to assume that the national authorities of the 
richer countries, who will have to make the decisions in this 
matter, are themselves familiar with the peculiar conventions 
of budgeting by public organisations. Certainly, in the case 
of the US State Department, which is pressing Congress for 
$30 million to begin with, there will be a disposition to pay 
less attention to the plans than to the calibre of the experts 
and the international officials responsible for spending the 
money and to the prospect of full and frequent reports on 
progress. The whole scheme could be an expression of 
venturesome international co-operation at its. best. The 
national authorities concerned would do well to insist that 
such co-operation should begin amongst the international 
organisations themselves. : é 
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THE BUSINESS WORLD 





European Payments Compromise? 


HE past week has seen the climax of the controversy on 

the Intra-European Payments Scheme. It has been a 
long argument, waged mostly by “backroom boys” in 
Paris, with occasional changes of venue to London, Brussels 
and Basle. But it is only lately that the matters in dispute, 
having far transcended the technical plane and entered into 
realms of high policy, have had to be taken up at corre- 
spondingly high Ministerial levels. Only at that moment of 
transition did the general public become even half aware that 
Britain was confronted by yet another financial crisis. 
Though every factor in the situation has been plainly visible 
for the past two months at least, it is only in the last fort- 
night that gilt-edged have taken their steep dive, that talk of 
the inevitability of dollar import cuts has emerged, and that 
an atmosphere all too reminiscent of that of the summer of 
1947 has returned. It would be a mistake, however, to sup- 
pose that the amounts at stake in the dispute at Paris have 
brought on a major financial crisis. It is rather that the 
knowledge that a crisis is brewing in the whole of Britain’s 
financial relations with the world has contributed to the 
intensity of the arguments over the payments scheme. 

At the risk of some repetition, but as a help to getting the 
issues into reasonably clear focus, it may be well to traverse 
again the grounds of the dispute. In the first year of Marshall 
aid, which expired on Thursday of this week, the European 
recipient nations agreed. to make available to their debtors 
certain rights to draw on their own currency, as set out in 
an agreed schedule. Britain and Belgium were the largest 
providers of these “drawing rights.” As against a total of 
dollars receivable of $1,316 million, Britain undertook to 
make available to other European countries a net total of 
£724 million (that is, equal to $290 million) in sterling. An 
amount of dollars equivalent to these drawing rights was 
labelled “ conditional aid ”’—that is, the grant of it by the 
Americans was, in theory at least, conditional upon the giving 
of the drawing rights. These drawing rights, however, were 
not transferable. That is, if France could not use all the 
sterling allocated to it (as has in fact been the case), that 
sterling could not be transferred to any other country. 

* 


Of this original Intra-European Payments Scheme (IEPS) 
the following criticisms and approbations, as summarised by 
the faithful agent for its operation, the Bank for International 
Settlements, may be given: 

There have been a number of criticisms of the payments 
scheme: e.g., that it is backed exclusively by American aid ; 
that it is too bilateral in character; that it does little to 
assist in the building-up of central bank reserves, etc. There 
is some truth in these strictures but a number of answers 
suggest themselves. ... When ERP aid first came into 
effect there was hardly any other choice than to build on what 
existed, i.e., the bilateral payments agreements in Europe. 

On that basis a scheme was prepared which has shown 
itself capable of practical application and which has helped 
to sustain the volume of intra-European trade... . It can 
never equal in effectiveness the traditional multilateral settle- 
ments which worked so smoothly in the past. Before they 
can be resumed, however, it is necessary that fundamental 


equilibrium should be restored within the various economies 

in a measure not yet attained and that sufficient monetary 

reserves should be available to cope with normally recurring 
fluctuations and to strengthen the feeling of confidence. 

While the restoration of freedom to European payments is 

thus dependent upon progress towards a solution of the 

major problem of European equilibrium, there are, of course, 
technical improvements which can be introduced into the 
current scheme with a view to rendering payments more 
flexible and providing more suitable incentives. Thus the 
payments scheme which has taken its place as part of the 
present European effort to achieve a greater degree of 
collaboration and unity may, through the experience gathered 
and the practical machinery which is being developed, lay the 
foundation for a more satisfactory monetary order in the future 

The variety of suggestions for the improvement of the 
scheme in the second year, beginning on July 1st, has dis- 
played a wealth of ingenuity which could usefully have been 
applied to more important and constructive spheres of 
economic endeavour. But for the present purpose it is only 
necessary to give a brief outline of the Belgian proposal 
(backed by the United States), of the British counter-proposal 
and of the “compromise” suggested by the French 
Government. . 

* 

The Belgian and ECA proposals, which went hand in hand, 
were intended to give the revised payments scheme the flexi- 
bility which it obviously lacked in its first version. At 
the same time, they were meant to use IEPS as the lever 
to restore the price mechanism and to provide the spur of 
effective competition within Europe. The intention was to 
remove the tendencies towards strictly bilateral trade and 
the consequent disregard of price equilibrium which evolved 
and was even encouraged by the first version of the scheme. 
This reform was to be achieved by expressing the contribu- 
tions and drawing rights for each participant in the IEPS 
in global terms, instead of splitting them up into their 
strictly separated bilateral components—in other words the 
drawing rights were to be made completely transferable 
among the participants in the scheme. Thus, if France 
found itself with too much sterling it could, in effect, use 
it to pay for, say, more Italian goods than it could other- 
wise afford to import. The Americans, for their part, carried 
the proposal still further: the drawing rights were to be not 
merely transferable within the OEEC group, but also con- 
vertible into dollars ; if drawing rights were transferred, some 
at least of the ‘ conditional aid’ behind them should also be 
transferred. In this way, those European countries which 
showed a favourable balance in their trade with other 
European countries would be awarded a dollar bonus at the 
expense of the deficit countries. 

Several modifications to these original proposals then 
appeared. It was suggested, for example, in a later edition 
of the Belgian proposal, that only 50 per cent of the drawing 
rights should be freely transferable, and that the balance 
should be used on strictly bilateral lines. Under the French 
compromise, which was suggested at last week’s meeting of 
Ministers in Brussels, the proportions were whittied down 
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to 40:60, i.e., 40 per cent of the drawing rights to be trans- 
ferable and 60 per cent to carry a bilateral earmark. At 


approximately this stage in the discussions the ECA sugges- 


tion for convertibility of drawing rights into dollars was 
dropped, a move which has made progress towards subse- 
quent agreement a great deal easier. Although convertibility 
and transferability are two quite separate concepts, they have, 
in British eyes, tended to merge into one single objectionable 
category because both would cost dollars and gold. The 
free transferability of drawing rights would cost Britain gold 
if sterling contributions were in effect expended not in 
Britain but in Belgium or Switzerland, thus raising those 
countries’ sterling holdings above the present gold ceilings 
and calling for the payment by Britain of an equivalent 
amount of gold. 

The British attitude towards these proposals has been 
dominated by the desire to defend the gold and dollar re- 
serve. The reserve is now below the danger level and its 
fall is causing the greatest difficulty in maintaining the volun- 
tary discipline of sterling area countries. Therefore every- 
thing should be done to prevent further losses of gold. The 
British negotiators have expressed a willingness to increase 
the flexibility of IEPS but to go no further than “ controlled 
transferability.” This is a euphemism for saying that 
Britain will agree to transferability provided that any country 
with which the sterling area is running a deficit is excluded 
from it. This basic objection has been pleaded with all the 
unyielding logic which the Chancellor of the Exchequer has 
at his command. He has pointed out that the British reserve 
of gold, which must now be well below £450 million, serves 
the needs of a large area which in fact constitutes the only 
wide region within which the principles of free transferability 
of currency (though admittedly not “ currencies ”) and multi- 
lateral trade have any real application. The British have 
argued that they have a grave responsibility for the defence 
of this reserve, and that this responsibility extends well 
beyond the defence of strictly British interests. They have 
pointed out that it would be a major tragedy to the cause of 
multilateral trade which the United States and most Euro- 
pean countries have at heart if this mechanism ensuring free 
movement of goods and payments within the sterling area 
were to be seriously weakened, as it would be by further en- 
croachment on the central reserve. 


we 


From this basic though inevitably short-run analysis of the 
situation, the British case has proceeded to a number of intri- 
cate rationalisations of objections to transferability and con- 
vertibility. In particular it has been argued that the intro- 
duction of the dollar sign into European trade would tend to 
contract that trade. The possession of a credit balance in intra- 
European trade might connote superior economic efficiency, 
which ought no doubt to be rewarded ; but it might also be the 
result merely of greater ruthlessness in cutting down imports, 
which ought to be avoided. If all European trade were in 
the ultimate balance to be reducéd to a dollar basis, the same 
discriminations between essential and less essential imports 
would have to be introduced into it as are perforce applied to 
imports from dollar countries. The British have also argued 
that to open Europe to American competition would at 
present be most “ untimely” and would reduce the effective 
aid received from the United States. Since the total amount 
of goods that can be bought from America by Europe as a 
whole is a finite quantity, any increase in imports by the com- 
mercially stronger Europeans—and such an increase would 
inevitably occur in less essential categories—would mean 
a reduction in the purchase of essentials by other countries. 
Moreover, Britain would be singled out as the chief sufferer, 
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not because she is economically the weakest country ia. 
Europe, but because she grants the most drawing rights. 

Most of these objections, it will be found, are based on the 
assumption that European prices in general, and sterling 
prices in particular, are out of line with dollar prices and that 
there can, therefore, be no question at present of meeting 
American competition on anything like equal terms. Between 
every line of the Belgian, French and ECA suggestions there 
may be read an unwritten sermon on the need for Europe to 
loosen its economy and to re-establish some semblance of 
price equilibrium with North America, if need be by the 
appropriate adjustment of exchange paritics. Similarly, 
between every line of the British objections to these schemes 
can be read the Chancellor’s firm resolve to hold to the 
present exchange rates at any cost. 

On the theoretical plane, this is one of those awkward con- 
troversies in which there is a great deal to be said for either 
side. The practical issue, however, is one of finding means 
whereby some greater degree of elasticity can be brought into 
European payments while still giving the maximum protec- 
tion to the British gold reserve. In the course of discus- 
sions, other European countries, and Belgium in particular, 
have shown an appreciation of the dangers that would be 
involved by any further substantial encroachment on British 
gold reserves. At a comparatively early stage in the discus- 
sions on the amendment of IEPS, the Belgian representatives 


INTRA EUROPEAN PAYMENTS SCHEME 


Local Currencies converted to § mn. 





| Scheme for 9 mos. to June "49 Results for 8 mos. to May "49 
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ee 9-7 | 333-0 | Dr. 323-3 9-5 220-0 Dr.210-5 
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Norway .....s.s-0000. {16-5 | 48-3 | Dr 30-8!) 2-1 42-4 | Dr. a8 
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came forward with suggestions for a long-term loan by 
Belgium to Britain which would in fact consolidate the ad- 
vances made under the existing monetary agreement and 
would be tantamount to a substantial raising of the present 
ceiling on Belgium’s sterling holding. If this proposal were 
accepted, Britain’s gold reserve might even be increased. The 
maximum loss of gold under the transferable drawing rights 
scheme, as successively amended, might not be more than 
£10 million or £15 million, or £20 million at the most, 
whereas the current loss of gold to Belgium under the existing 
Payments Agreement, which a Belgian credit would pre- 
sumably stop, is running at the rate of some £30 million a 
year. The British refusal to consider a credit from Belgium 
is one of the aspects of the matter that American and Conti- 
nental observers find most inexplicable. If it is based on 
considerations of prestige it is, of course, wholly wrong. But 
if the refusal is due to Belgian insistence that the loan and 
the interest on it should be repaid in gold, then there is rather 
more logic in a British refusal to be content with a mere 
deferment of the gold loss. 

That British attitude has not, however, been wholly nega- 
tive. At the second meeting of the Consultative Group of 
Ministers of OEEC countries which took place in Paris at 
the beginning of June, Sir Stafford Cripps made some con- 
structive proposals for dismantling part of the quantitative 
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restrictions which now hamper the flow of intra-European 
trade. These proposals took the form of a scheme for the 
granting of open general licences in a wide range of com- 
modities. The general intention of this proposal was to 
expand the volume of intra-European trade, but it was 
specifically provided that no such expansion should take 
place if it involved the danger of further gold losses. 


Nevertheless, this has been widely recognised as a hopeful 
and significant contribution. The difficulty about it, how- 
ever, is that it conflicts sharply with the doctrine of non- 
discrimination laid down in the Anglo-American Loan Agree- 
ment. Relaxations of import quotas, if they are to be non- 
discriminatory, must be made equally all round ; they must 
not exclude hard currency countries. If the Havana Charter 
were in force, a plan such as the British propose could be 
operated among “ war-shattered economies,” which might 
cover most of western Europe, but might not cover Britain 
itself and would certainly not cover those countries of the 
sterling area which could not be excluded from any such 
scheme proposed by Britain. And in any case the Havana 
Charter has not yet been ratified by Congress. So that there 
would be justification in a British complaint that while one 
American theory, that of convertibility, threatened to make 
Britain lose its reserves, another American theory, that of 


Depreciation Allowances Reconsidered—Il 


Profits—Irue 


NDUSTRIALISTS are beginning to realise that the con- 
cession made by the Chancellor in the last Budget, when 
he doubled the so-called “ initial allowance” on plant and 
machinery, represents not an abatement, but merely a defer- 
ment of tax liabilities—it is, in effect, an interest-free loan to 
industry from the Exchequer. An article in last week’s 
issue examined the nature of this loan, and reached the rather 
surprising conclusion that its aggregate amount could, on 
certain assumptions, eventually reach about £2 billion—of 
which roughly one-third would be attributable to the recent 
increase in the initial allowance and the remainder to earlier 
concessions. The assumptions were that the average life 
of industrial plant is twenty-eight years, that throughout such 
a period in future industry’s aggregate expenditure on new 
plant continues each year at its present estimated annual rate, 
and that rates of tax and of allowances remain unchanged. On 
these assumptions, the aggregate interest-free loan outstand- 
ing would rise each year, reaching a maximum at the end of 
twenty-eight years. Thereafter, the rate of annual repay- 
ments (in the form of collection of earlier deferments of tax) 
would rise to the level of new “ lendings ”; but, provided only 
that industry maintained its rate of new outlay, the aggregate 
outstanding loan would not decline. 


At first glance, the prospect of a loan for so large a sum as 
£2 billion, which would not only be free of interest but would 
continue indefinitely so long as present policy and practice 
are unchanged, offers an impressive contribution to industry’s 
capital problem, Closer examination, however, leads to- a 
different conclusion. The value of these concessions may be 
tested first by comparing the amount of the “loan ” with the 
extent of capital dissipation involved for industry in the dif- 
ference between the replacement cost and wc original cost 
of its present capital equipment. Unfortunately, no reliable 
estimates of these aggregate costs are available, but some idea 
of the magnitudes involved can be formed by considering the 
tates of replacement outlay. The Chancellor’s estimates, as 
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non-discrimination, prevented Britain from proposing a real 
liberation of trade. 


The British suggestions found increasing favour and 
support at this week’s Paris meetings of the Council of 
OEEC. As The Economist goes to press a compromise based 
on proposals made by Mr Spaak representing Belgium is 
being hammered out. It should ensure some transferability 
of drawing rights and therefore greater flexibility for the 
IEPS, including some overdue regard for the virtues of price 
competition in intra European trade. At the same time 
Britain’s desire to protect its gold reserve has been duly 
recognised—at least so far as any additional drain due to 
the operation of IEPS is concerned. The British Open 
General Licence proposal will be given a trial run. The 
United States demand for partial convertibility of drawing 
rights into dollars has been dropped for the time being. It 
is along such lines that the second version of IEPS is being 
fashioned. It will compare favourably with the first. But 
it would be raising altogether false hopes to suggest that 
the new scheme, whether in this or in any other form, could 
provide even a partial cure for the renewed strain on the 
British gold reserve. That springs from far more fundamental 
factors than the particular technique of Europe’s payment 
mechanism. 


and Untrue 


noted in last week’s article, apparently envisage an aggregate 
expenditure on new plant and machinery of £750 million 
during the first full year in which the increased initial allow- 
ance operates. Evidently, this is a larger rate of expenditure 
than would have been required annually to maintain indus- 
try’s plant and machinery intact. A fairer estimate of the 
annual requirement would perhaps be £500 million ; but even 
on this basis, and with the average life of piant taken at no 
more than twenty years, the aggregate value of industrial 
plant and machinery would, at present prices, be no less 
than {10 billion. If the cost of this plant is assumed to 
have doubled over the past twenty years*—surely a conserva- 
tive assumption—the difference between original cost and 
replacement cost would still amount to £5 billion. Beside 
this large sum, which takes no account of the similar losses 
on floating capital and on fixed capital other than plant and 
machinery, the “loan” of an eventual {2 billion looks rela- 
tively small. 


Moreover, even if a loan of this amount continued almost 
indefinitely as a part of the floating capitalisation of industry 
considered as a whole, there would be no such continuity or 
permanence in the fraction of it which accrued to any parti- 
cular industrial undertaking. Even if there were an assurance 
that Government policy would not be changed, each concern 
could count upon the continuance of its own proportion only 
if it was sure that it would need and would be able to con- 
tinue, year after year, to replace its plant at the present rate. 
Hardly any industrialists dare work on such an hypothesis. 
Even on the most favourable assumptions, therefore, the indi- 
vidual business would have to be prepared to repay in the 
future, and perhaps in particularly inconvenient circum- 
stances, the loans which the Exchequer is now making to 
it. In practice, moreover, the actual experience might be a 
good deal less favourable than this. In view of the wide- 
spread attention which is now being given to the whole 
question of reform of industrial taxation, it would be un- 
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reasonable to assume that the precepts which guide Revenue 
policy now will remain unchanged for the next twenty years 
or more. The committee just appointed to inquire into the 
method of computing taxable profits can hardly fail to draw 
attention to the anomalies which result from the divergences 
between the fiscal and the accountancy concepts of deprecia- 
tion. If a recognition of these anomalies were to lead the 
Revenue to revert to the strict accountancy concept (which is 
still the basis of its doctrine of original cost), the initial allow- 
ance would have to be withdrawn (together with the one- 
fourth “additions” which are now made to the “ appro- 
priate” annual allowances). Such a change would be 
tantamount to a demand for the immediate repayment of 
all outstanding loans. So harsh a decision is perhaps unlikely 
to be taken except as part of a far-reaching change in policy 
which would in fact soften the impact. But no prudent 
accountant or finance director of industry ought to take so 
sympathetic an attitude for granted when framing his present 
practice and policy. 

It is clear that there will be no solution of the problem 
posed by inflated replacement costs unless and until industry 
is allowed—definitively and not merely by way of “loan ”— 
a depreciation charge based on the replacement cost of exist- 
ing assets, whether by a permanent substitution of “ current 
value ” for original cost, or by a once-for-all adjustment for a 
period of inflation. In principle the need cannot be met by 
allowances (and still less by loans) related to new assets, for 
the installation of new assets (as distinct from the provision 
for capital wastage which has already occurred) is quite 
adventitious ; and, if they are installed, they will in 
any case be amortised at rates determined by their 
cost (or current value, if the basis were changed). 
The efforts of the Revenue in the past sixteen years 
to ease the burden, by concessions which are more apparent 
than real, have confused an issue which was already 
badly blurred. These concessions would be of real, though 
temporary, value only if industry’s main embarrassment now 
was an inability to command sufficient cash resources for 
plant replacement. That particular difficulty may increase, 
but at present the chief embarrassment, in this context, is the 
actual erosion of the capital itself. Expedients of the “loan ” 
variety, welcome though they may be as a sign of good 
intentions, do nothing at all to arrest this drain. Indeed, 
there is even a danger that they may increase the dissipation 
of capital, through misunderstandings of the effects of the 
concessions upon industrial profits. 


* 


It rests with industry, and particularly with its financial 
and accounting advisers, to ensure that this does not happen. 
Whilst there is a+ growing realisation among industrialists 
that the excess of the capital allowances over normal deprecia- 
tion leads to a temporary remission of taxation which in effect 
constitutes a loan, not all businesses would appear to draw 
the appropriate conclusions in their accounts. Many of the 
larger companies are fully alive to the problem and transfer 
the amount of tax deferred to suspense accounts of one kind 
or another. For example, in its latest accounts, the English 
Steel Corporation specifically states that its provision for 
depreciation includes “ £138,116 the equivalent of initial tax 
allowances on capital expenditure of the year,” whilst W. T. 
Henley has transferred to a revenue reserve £39,018 de- 
scribed as “ relief from United Kingdom Taxation in respect 
of Initial Allowances.” But many other companies do not 
appear to have taken any comparable steps, with the result 
that the “loan” has merged with the net profits which can 
be distributed at will. While profits are buoyant and dividend 
limitation remains, the remissions of tax are probably mostly 
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retained, but it may be doubted if prudence would prevail 
in many cases if the maintenance of dividends was at stake. 

By accepted practice, profits before tax are “true and 
fair” if (inter alia) appropriate provision is made for 
depreciation. Similarly, profits after tax are “ true and fair” 
if the liability arising from the assessments on those profits 
is set aside. But the fact that these assessments have been 
made after capital allowances which are often greatly in 
excess of the normal depreciation provisions is ignored. The 
official view of the Institute of Chartered Accountants is that 
it is sufficient to maintain normal methods of depreciation, 
thus avoiding any distortion of profits before taxation, and to 
indicate the effect, if material, of initial allowances on the 
amount provided for taxation. The Council of the Institute 
“is further of the opinion that the desirability or otherwise 
of transferring to reserve and spreading over a period of 
years the taxation benefit resulting from initial allowances is 
a matter of financial policy.” In other words, anything set 
aside is a free reserve. In a joint memorandum prepared by 
the accountancy bodies and issued recently by the Share and 
Loan Department of the Stock Exchange, rather more 
emphasis is laid on the matter. This memorandum, which 
deals with published prospectuses, provides that the state- 
ment of adjustments made to profits must compare the 
depreciation provisions made in the accounts with the capital 
allowances granted for taxation purposes. 

The extraordinary distortion of ostensibly “ retainable ” 
profits which results from failure to set aside the tax deferred 
by capital allowances can best be shown by an example in 
which profits are compared before and after taxation. 
The following table gives such a comparison for a 
company which is assumed to earn exactly the same amount 
of profit before tax for each of five years and to have incurred 
in the first year capital expenditure of {£100,000 on plant 
having a life of five years and a residual value of £10,000. 
The point is made most clearly by taking a “ straight-line ” 
basis for depreciation: 

PROFITS DistToRTION ILLUSTRATED 


Normal 








| Net 
Gross Depn. Profits Tax | Taxable | Tax Net 
Profits (Straight before Capital | Profits | at 10/- Profits 
Line Tax Allowances | (a—d) after Tax 
Basis) (a—b) | (c—f) 
i bac ' } Ss 
var? | ® | @ | @ | w | oO | w 
ear | j ! 
1 100,000 | 18,000 82,000 ILA. 40,000t 37,500 | 18,750 | 63,250 
| A.A. 22,500 | 
62,500 | 
2 100,000 | 18,000 82,000 | 22,500 | 77,500 | 38,750 43,250 
3 100,000 | 18,000 82,000 15,000§ 85,000 42,500 39,500 
4 100,000 | 18,000 | 82,000 nil 100,000 | 50,000 32,000 
5 100,000 | 18,000 | 82,000 (Dr. 10,000* | 110,000 | 55,000 27,000 
500,000 | 90,000 | 410,000 | — 90,000 410,000, 205,000 | 205,000 
t Initial Allowance —40 per cent. of cost.  ~ Annual Allowance —four-filths of £18,000 
(straight line basis). § Balance. * Balancing Charge to increase residual value 


to £10,000. 


It will surprise many people to know that in the eyes of the 
law and in the opinion of many boards of directors and of 
the official representatives of the accountancy profession, the 
net profits in each year as set out in column (g) can be said 
to give a true and fair view of the profit of the year. It would 
certainly astonish shareholders who knew that the trading 
experience had been exactly similar in each year if they 
received, as they well might, a tax free dividend of £63,250 
in year one, but one of only £27,000 in year five. This is of 
course an extreme example. Normally, there are further 


additions to plant year by year, and the initial allowances 
granted thereon hide the effects of the lower annual allow- 
ances on plant provided in earlier years. Many industrialists 
therefore may not appreciate what is happening until a year 
comes in which there are no additions, or until the law is 
amended to repeal the initial allowances. 
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‘What general conclusions can be drawn? In the first 
place it is evident that the true character of the capital allow- 
ances needs to be understood. They are not allowances for 
depreciation in its strict sense of capital “ used up” by wear 
and tear. They are in fact a combination of depreciation and 
loan, and the loan must be repaid. Secondly, net retainable 
profits will be distorted unless appropriate adjustments are 
made in the accounts. Before this is possible the hands of 
the accountancy profession must be strengthened. The 
necessary adjustments cannot properly be made by transfers 
10 free reserve, for they would then be merely matters of 
financial policy, and the resources would still be freely avail- 
able. They are, on the contrary, provisions to meet accruing 
liabilities which must be made if true profits are to be ascer- 
tained. Thirdly, this particular aspect of the whole problem 
deserves close scrutiny by the Chancellor’s new committee. 
Fourthly, it is desirable that the official view of the Treasury 
on the degree of permanence of the initial allowances should 
be ascertained. If they are merely a temporary expedient 
io meet the needs of an inflationary situation—until the day 
of reckoning, when repayment of the old loans must continue 


35 
unhelped by the granting of new loaris-—then an early accep- 
tance of appropriate accounting methods is urgent. = «© 

In arty case, while the system endures, it is desirable that 
the’ initial allowances—and also the one-fourth “ additions ” 
—should be divorced from the “ appropriate ” annual allow- 
ances in some way which would emphasise that they are not 
allowances for depreciation but deferments of tax liabilities 
which will ultimately have to be met. One means of achiev- 
ing this end would be to charge taxation on profits arrived 
at after deducting only appropriate allowances for deprecia- 
tion and then to defer the collection of tax equivalent to the 
relief given by the initial allowance and the additional one- 
fourth annual allowances. Such deferment would bring the 
realities home to directors, shareholders and accountants. The 
amount deferred would be set aside out of the profits of the 
year. Indeed, to put the position beyond doubt, post-dated 
demand notes might be issued, rather like inverted post-war 
credit certificates. They might suitably be known as post- 
inflation debits. But perhaps that might encourage rash 
hopes that the notes, like so many of the certificates, would 
prove a mirage. 


Business Notes 


The Dollar Crisis 


In one immediate respect the atmosphere of crisis has lifted 
somewhat this week. A growing prospect has emerged (though 
it had not taken final shape when this issue went to press) 
that the difficulties which had arisen about the revision of the 
Intra-European Payments Agreement, and which indeed pro- 
duced deadlock ten days ago at Brussels, might now be solved 
to the reasonable satisfaction of both sides. The differences of 
view, and this week’s developments which have gone so far 
towards solving them, are described in a leading article on 
page 31. If the Payments Scheme had been the only factor 
affecting the markets, of course, there would have been every 
prospect of a resounding technical recovery, for the gilt-edged 
market can rarely have been more vulnerable to the appear- 
ance of a little good news. But this week’s events elsewhere 
have put the question of the Payments Scheme into its proper 
technical context ; its, importance lies not in the problems of 
technique but in the fundamental clash of views which sug- 
gested that the problems themselves (complicated in detail but 
simple in essence) would not be solved. 


Now the market’s fears have been transmitted to these more 
fundamental issues. Much play has been made with unofficial 
estimates of the extent of gold losses during the second quarter ; 
whether these guesses (some of which suggest that the reserve 
may have fallen close to £400 million, compared with the 
“irreducible minimum ” of £500 million which was postulated 
a year ago) will be found to have any validity must remain un- 
known until the official figures are published early next week. 
What is important, however, is not whether the reserves have 
fallen by £x million or £y million, but that the fall—whatever 
the figure may be—is too serious to be allowed to run much 
further. The Government’s measures to protect the reserves 
are plainly not working and all the signs of falling exports from 
the sterling area to the dollar area suggest that a further and 
rapid deterioration is inevitable unless speedy corrective 
measures are taken. The question which the market then asks 
itself is whether time and the remaining reserves will avail 
to hold the position. 


It has not found a welcome answer. The meetings of the 
Commonwealth Finance Ministers which are to be held in 
London in the middle of this month have as their purpose the 
co-ordination of Commonwealth action to stem the depletion 
of the sterling area gold and dollar reserves. The arrival of 
the British Ambassador from Washington, closely followed by 
the Secretary of the United States Treasury, has inevitably sug- 


gested the possibility of action with regard to the pound— 
and to some, at any rate, the possibility of a new American 
initiative to rid the western world of its financial fears, and 
in particular its fears about sterling. As if this were not quite 
sufficient for a tender market to take, this week has also pro- 
duced the fell news of a go-slow campaign by the National 
Union of Railwaymen in pursuit of their wage claims. 


* * * 


1947 and Now 


This week, then, Bas been spiritually akin to those weeks 
in August, 1947, when convertibility was being put to the test 
and dramatically failed. Monday was a particularly bad day, 
for the week-end press had not attempted to conceal its anxiety 
about the critical drain on the reserves, and selling persisted 
throughout the day. At the close of business, Consols were 
down 1} to 743, Treasury 3’s by 2} to 92, and Gas Stock 
2) to 943. The Financial Times industrial ordinary share index 
dropped from 101.4 to 100.1, a fall im which the “ blue chips ” 
and steel shares were just as prominent as shares of lesser 
quality. Tuesday produced something of a rally, in which the 
promptness of bear covering was particularly evident, but the 
recovery came after a poor opening, and the biggest gains were 
no higher than } in Old Consols and Transport Stock. Leading 
industrials, now as sensitive as any speculative issues, shared 
in the recovery, which put the Financial Times index up to 
100.9. On Wednesday, too, these conditions were roughly 
repeated—an opening fall, followed by some net recovery in 
the afternoon. Gold shares have recovered moderately well, 
and oil shares were better. But the market remains—with every 
reason—in a highly jumpy state. 


To push the comparison with August, 1947, too close would 
ignore the fact that gilt-edged stocks, at that time, were 
distinctly more vulnerable than now because they still 
suffered from the artificial inflation of the cheap money drive. 
Today the question which presents itself to investors in the 
funds is whether the unchecked and unsupported slide of prices 
marks a decision of official policy to acquiesce in a general 
scaling up of interest rates. The yield comparisons shown in 
the accompanying chart do not give a final answer, for argu- 
ment by analogy is never at its strongest in investment matters. 
But the roughly parallel course of the yield curves during the 
second and third quarters of 1947 and during the first two 
quarters of this year are enough at least to support the 
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hypothesis that a change of policy may be taking place. While 
the market remains uncertain how far the yield peg may be 
lifted, it is hardly to be blamed for refusing to commit itself. 


GILT-EDGED YIELD —COMPARISONS 


\ | 


ae 
End of month yieia | 


All the signs suggest that it is in for a distinctly uneasy summer, 
even though it may be technically ripe, at this moment, for a 
rebound on any lifting of bad news. 


* * * 


The Lords Amend the Steel Bill 


In assessing the results of the committee proceedings on 
the Steel Bill in the House of Lords, it is necessary to remember 
that a withdrawal by agreement may prove to have more effect 
on the final structure of the Bill than a Government defeat. 
That the Government should oppose, and be defeated on, 
the series of amendments designed to postpone until October 
1950 the date of coming into force of the Bill, had become in- 
evitable. Lord Salisbury explained that the proposed change 
would be a “thoroughly democratic course”; it would give 
the Government time to produce convincing economic argu- 
mente for what it was doing, and would enable it to make 


certain whether it had the support of the people for the 
measure. 


Lord Samuel, who supported his arguments, added that 
there was “no real mandate based upon a clear expression 
of the popular will” in favour of the Steel Bill. It was 
not to be supposed that the Government would accept these 
arguments, and Lord Addison declared that the Govern- 
ment, having taken up the position that the House of Lords 
had no right to demand a second mandate ar this stage in 
the life of a Parliament, stood unalterably upon it. So the 
first of the amendments were passed—and the remainder 
designed to secure the postponement will also, no doubt, have 
been passed by the time the committee stage ends—with the 
Government irrevocably committed to overturn them when the 
Bill goes back to the Commons. Their results are, therefore, to 
be sought in the electoral field rather than in any possible effects 
on the structure of the Bill. On this issue Lord Addison was 
clear and forcible ; for most of the debate the Government 
spokesmen, seeming ill at ease and less familiar with the sub- 
ject-matter of the Bill than their opponents, did not make a 
decided impression. Their attitude leaves in some uncertainty 
the probable decisions of the Government on some of the other 
amendments. 


* * * 


“ Nationalisation, New Style” 


Some amendments were withdrawn on an assurance that 
the Government would discuss their content with the Opposi- 
tion. In the Commons this would mean a substantial con- 
cession ; but it is uncertain sometimes whether a withdrawal 
by the Government light artillery in the Lords means as much. 
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A good deal of interest will attach to the outcome of the 
amendment (which was withdrawn in those circumstances) to 
give the publicly-owned companies a right ot appeal to the 
Minister of Supply in the event of the Iron and Steel Corpora- 
tion requiring them to do something to which their directors 
are, for technical or commercial reasons, opposed. Lord 
Swinton, who moved this amendment, described it as an 
attempt to reconcile the powers and duties of the Corporation 
with the independence and initiative of the individual com- 
panies. Lord Layton, who supported it, held that it raised a 
major question: the question whether it was possible, even in 
a nationalised industry, to retain elasticity, independence, initia- 
tive, and the internal competition which would keep the in- 
dustry alive. Although this (“nationalisation, new style ”) was 
the Government’s view, he thought the Bill showed no sign 
of it. 

It is true that, as the Bill stands, the publicly-owned com- 
panies (being owned to the extent of 1oo per cent by the 
holding company, the Board) cannot expect much freedom of 
action, and that anything done to define and secure their 
status will probably be to the good. Perhaps in this case the 
Government will overcome its inhibition against defining any- 
thing, which showed as clearly in the Government speeches 
in the Lords as it had done earlier in the Commons. The 
Opposition was obliged, for the most part, to seek closer 
definitions ; the Bill is so full of latitude for authority and 
so empty of safeguards for the private person that this was 
the natural line of attack. In general, therefore, the Opposi- 
tion has been applying the same principle to much matters as 
the selection of members for the Board, or the circumstances 
in which a member of the Board would lose his job, as to the 
definition of the powers and duties of the Corporation, or the 
extension (which was clearly necessary) to the producing com- 
panies of obligations laid upon the Corporation itself. It is to 
be supposed that the Government will insist in its turn on re- 
moving some of the innovations made by the Lords, But it is 
not likely to remove them all, and the Bill cannot fail to have 
been improved in some ways by the effort which the Lords 
have expended on it. 


x * * 


Argentine Trade Agreement Signed 


Last Monday saw the successful conclusion of the pro- 
longed trade negotiations of Sir John Balfour and his team 
with the Argentine authorities in Buenos Aires. On Tuesday, 
Sir Stafford Cripps gave the House of Commons a preliminary 
view of the agreement, of which the full text is expected 
early next week. He gave it as the Government’s view that 
“the agreement is not inconsistent either with our long-term 
objective of convertibility and multilateral trading or with the 
obligations which we have assumed in regard to third countries.” 
Even now, the American State Department might have some 
difficulty in accepting that description, but the fact that the 
only long-term contract under the agreement is for meat appears 


to have removed at any rate some of the sharp edge from official 
American comment. 


The agreement came into force yesterday and provides for a 
balance of payments, on a sterling basis, at the highest possible 
level. For the first year, exchanges totalling about £125 million 
each way are envisaged—which would involve rather more than 
doubling last year’s exports, valued at £523 million. Argentina 
undertakes to supply in the first year not less than 300,000 
long tons of meat (beef, mutton and lamb), and will endeavour 
to supply 400,000 tons in each of the five years covered by 
the agreement. For its part, the United Kingdom undertakes 
to buy up to 600,000 tons of carcass meat and 40,000 tons of 
canned meat if Argentina can supply them, and to buy addi- 
tional quaniities of pig meat up to 10 per cent of the quantity 
of beef, mutton and lamb supplied. The average price for 
all types of carcass meat has been fixed for the first year at 
£97.536 per long ton (that is, £96 per short ton), and prices 
in subsequent years will be negotiated annually. 
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In ancient Babylon 


ees clay 
tablets of 4,600 years 
ago record commercial 
loans made against the 
security of the harvest of 
sesame, the valuable 
Eastern oil-bearing plant. 
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eS. f whose credit facilities are 
\ J j based on the character, 


ability and experience of 
their friends engaged in 
exporting or importing. 


R 


fy eS 
we |b 


MARTINS BANK 


LIMITED 
LIVERPOOL, LONDON & 600 BRANCHES 











THE 


STANDARD BANK 
OF SOUTH AFRICA uimitep 


Bankers to the imperial Government in South Airica and to the Governments 


oi Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika 


Capital Authorised and Subscribed - - £10,000,000 
Capital Paid-up- - - - + = 2,500,000 
Reserve Fund - - - - - «=  £5,000,000 
10 CLEMENTS LANE, LOMBARD STREET and 


77 KING WILLIAM STREET, LONDON, €.C.4 


LONDON WALL Branch—63 London Wall €.C.2 
WEST END Branch—9 Northumberland Avenue W.C.2 
NEW YORK Agency—67 Wall Street 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA 


Banking Business of every description transacted 
at all Branches and Agencies. 
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a specialised knowledge of conditions 
affecting trade and finance both at home 
and abroad from an experience gained 
during two centuries of banking. It is a 
banking group, moreover, giving indi- 
vidual attention to the particular require- 
ments of its customers, 
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For over three bundred years men of enterprise and initiative 

have engaged in trade with the East. For nearly a The 
Chartered Bank of India, Australia and China has supplied them 
with the ialised banking services that this trade demands. 
Today, in tion to these services, the Bank’s wide network of 


and services is i 
to enter the markets of the East are cordially invited to discuss their 
problems with the Managers of the Bank in London, Manchester or Liverpool, 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(Incorporated by Royal Charter 1853) 

HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C,2 
Manchester Branch : 52, Mosley St., Manchester 2 e Liverpool Branch : 27, Derby 
House, Exchange Buildings, Rumford St., Liverpool 2 e West End (London) Branch : 
28, Charles HI St., London, 8.W.1 ‘ New York Agency : 65, Broadway, New York 

Associated Banking Institution in India : The Allahabad Bank Ltd. 

The Bank’s branch system, under British management directed from London, serves 
INDIA e PAKISTAN e CEYLON e BURMA e SINGAPORE AND FEDERATION 
OF MALAYA « NORTH BORNEO AND SARAWAK e INDONESIA « FRENCH 
INDO-CHINA « SIAM e THE PHILIPPINE REPUBLIC e HONGKONG 

CHINA e JAPAN 
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A New Export Effort 


Other major items among Argentine exports to Britain 
include maize (£20 million), oil cakes and meal (£10 million), 
edible oils (£9,000,000), seed oils (£10 million), and hides and 
skins (£11.6 million). Britain has undertaken to supply coal 
(£8,500,000), iron and steel and manufactures thereof 
(£7,000,000), transport equipment (£25 million), machinery and 
tractors (£14 million), cotton piece goods (£4,800,000), woollen 
and worsted yarns and manufactures (£4,000,000), chemicals 
(£5,700,000), electrical goods (£4,900,000), pottery and glass 
(£3,200,000) and cutlery and hardware (£2,400,000). Compari- 
son of these projected figures for exports with the actual values 
last year, as shown in the accompanying table, illustrates the 
degree of effort which will be required from British exporters ; 
these are totals which each side has agreed to “ facilitate,” and 
their realisation depends upon agreement about prices and 


qualities, and the successful conduct of trade through normal 
channels. 


ARGENTINE AGREEMENT 








Quantities Value Ouantities| Value 
"000 tons £000’s = "000 tons | = £00’s 
| ba ah 
MOINS un ccsace cuseuccsoavose i ose 4,801 | 52,541 
of which -— | 
DS ics akin osaee a) Ptkboksuee bee as 943 5,755 
Pottery, et ca , Seen eae oa 49 i 1757 
trou and sicel aad its manniactures 83 5,453 108 5,267 
Nonferrous metals and its maautac- 
tures ae ae one 602 1, i162 
Cutlery, hardware ... xeborad wa 978 1,772 
Ele tneal g wads ovesraceescened ees 1LsM6 eee 2,7% 
ON a rere eee 1g 5,510 3» 8,949 
Cotton varns and manufactures..... . wO ae 499 
Woollen and worsted manufactures . 1,360 d 1,860 
Chemicals ausatv creed aeons nie 2,480 i 5,651 
edt, candboasd .... . os. 0i -5 secs 59 (a) 583 113 (a) 1,040 


Velucies (including ships, locomotives 
and aircraft) Sie wae 
Miscellaneous manufactures ........ 
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The arrangements about oii are of particular importance, 
in view of the American criticisms of the agreement. In the 
first year of the agreement, the United Kingdom will do all 
that it can to ensure that Argentina is supplied with 1,800,000 
tons of crude oil, 3,750,000 tons of fuel oil, and 250,000 
tons of oil products. These quantities will be furnished by 
British oil companies and their associated concerns at current 
prices, but there is no undertaking on the part of the Argentine 
Government that it will purchase oil to these amounts, and it 
can, if it desires, purchase oil from other sources. 


According to a statement issued by the British Treasury, the 
agreement includes the normal sterling payments agreement 
clauses continuing the provisions for the maintenance of the 
sterling-dollar cross rate and the settlement in sterling of pay- 
ments between residents of Argentina and the sterling area. 
A guarantee of Argentine balances is given for sterling acquired 
during the next twelve months. In all the circumstances, the 
new agreement is to be welcomed. It means an appreciable 
increase in the cost of meat.which, according to the Chancellor, 
“will be dealt with as was stated in the Budget, in regard to 
subsidies ”—in other words, will be passed on to the consumer. 
Secondly, it involves a considerable export effort from British 
industry, though it is hoped that the United Kingdom’s capacity 
for export to hard currency markets will not be impaired. 


Investment and Finance 
FCI’s More Active Year 


The Finance Corporation for Industry has cast its net far 
wider than the four industries—iron and steel, cotton, railways 
and coai—which were originally expected to provide its main 
sphere of activities. Two of these industries have passed to 
the State, a third is being prepared for a similar fate, and the 
fourth, so far as is known, has not yet sought assistance from 
the FCI. The year to March 31, 1949, was the most active 


THE ECONOMIST, July 2, 1949 


since FCI was formed—at least if measured by the increase ig 
its advances to industry in the form of “loans and participa. 
tions.” These, at £10,969,029, have more than doubled in the 
course of the year. This description of the advances in the 
accounts takes the place of the former division into debentures, 
secured loans, etc., which the chairman, Lord Bruce, considers 
misleading. The destination of these loans is not known in 
precise detail. But it may be presumed that advances to the | 


Steel Company of Wales, which formed the greater part of © 


FCI’s commitment of £41,275,750 for further loans at March © 
31, 1948, have accounted for a substantial part of the increase. 


In this twilight stage of steel nationalisation, the FCT has | 
been able to fill a particularly difficult gap. Private capital 
has obviously not been prepared to venture very far with the 
Iron and Steel Bill overhanging the industry. Clause 14 of 
the Bill provides an adequate safeguard for the repayment of 
any capital the FCI may venture in assisting the industry to ~ 
carry out its postwar development schemes. Its services were 
in fact accepted towards the end of the year by John Lysaght’s 
Scunthorpe Works and the chairman of the parent company, 
Guest, Keen and Nettlefolds, has already made it known that 
on March 30th this year the FCI had agreed to provide some 
£11 million to finance extensions to the works. At March 31, 
1949, the corporation had in fact entered into loan agreements 
totalling £50,700,000 with companies scheduled to be taken 
over by the proposed Iron and Steel Corporation, but only 
£3,187,945 had been taken up by that date. But there have 
been other avenues of investment. FCI believes that its par- 
ticipation in Petrochemicals has promising possibilities. 
report shows a net profit of £65,082 compared with a loss of 
£3,408 in 1947-48. No heavy losses have had to be writtea 
off in the past year, whereas £90,000 had to be written off an 
investment in 1947-48. It is to be noted, however, that it is 


not the intention to show particular amounts written off invest- 
ments in future years. 


Gas Stock Valuations 


The list of 154 prices for “ unvalued ” gas securities issued 
this week is chiefly important because it includes securities of 
companies which availed themselves of the war damage clause 
of the Gas Act. As the accompanying table shows, in the case 
of the quoted securities of South Metropolitan Gas and South 
Suburban Gas, the additional compensation which has been 
awarded to cover the reduction of earnings—and hence of 
market values—resulting from war damage is worth having, but 


it is unfortunate that in the process of waiting it has lost a good 
deal of its bloom. 


It has been argued that a holder who received British Gas 
Stock 1990-95 at par could, two months ago, have sold his com- 
pensation stock above par. All compensation to all holders of 


VALUATIONS AND Gas Securities 
| Nominal 
Stock : Compensation 
and Par Valus Stock 
Allotted 


Market 
Value 
June 27 
1949 


Valuation 
fess Wat 
Damage 
Element 


South Metropolitan Gas :— 
6 per cent. pref. (£100) 
4 per cent. pref. (£100) ............ 
Ordinary (£100) 


South Suburban Gas :-— 
5 per cent. pref. (£100) 
4 per cent. pref. (£100) 
3 per cent. ved, pref. (£100) 
Ordiaary (£100) 





the securities of the nationalised gas companies whether 
“valued ” or “unvalued ” is based on the issue of gas stock at 
par. But until this week, holders of “ unvalued ” securitics 
have not known exactly what nominal amounts of Gas Stock 
they were to receive. And in the meantime, the price—which, 
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touched 1% premium a few days after the first issue—relapsed 
at one time this week to 93} and now stands only a point higher. 

It may be argued that, confronted with the delay in fixing 
the compensation values for these stocks, a potential holder 
could have covered himself by selling a bear on vesting 
day corresponding to the size of his holding. But that is not 
an argument which would count in the case of the many small 
holders of unvalued gas stocks to whom the Stock Exchange 
zoo is something of a mystery. Apart from this method there 
appears to be no way of avoiding the loss of capital involved, 
for in effect all holders of “unvalued” gas securities since 
vesting day have been at the mercy of fluctuations in the gilt- 
edged market. It was particularly unfortunate that for this 
batch of holders, Gas Stock slumped to a new low level on 
the day before the announcement of the compensation prices 
to be paid for their securities. 


* * * 


New Stock Exchange Chairman 


The succession of Mr J. B. Braithwaite as the new chairman 
of the Stock Exchange Council had been generally expected. 
As senior deputy chairman during Mr Urling Clark’s period 
of office, Mr Braithwaite has worked most actively in Stock 
Exchange government during a period of eventful change. His 
part in the controversy about commission sharing is recent in 
Stock Exchange memory, and it reflected the new chairman’s 
characteristic qualities of determination and forcefulness. Mr 
Braithwaite will be served by two highly-esteemed deputies— 
Mr F. H. Doran, already experienced in his duties, and Mr 
R. H. Twining, who was newly-elected last Monday. The 
Stock Exchange will need the best of which the new chairman 
and his deputies are capable, and it is fortunate that such 
ability has been assembled in the chairman’s room at so diffi- 
cult a phase in the affairs of the “ House.” 


* * * 


Iran Penalises British Bank 


At the request of the Iranian Government the Imperial 
Bank of Iran has deleted the word Imperial from its title and 
renamed itself the British Bank of Iran and the Middle East. 
This change marks the end of the sixty-year concession which 
granted the bank numerous trading privileges in Iran. At one 
time the bank had a monopoly of banking, control of the note 
issues and freedom from all taxes, but most of these advantages 
lapsed in the course of years The termination of the con- 
cession reflects a long accumulation of local jealousy of the 
Imperial Bank. Relations with the Bank Melli Iran, founded 
iN 1932, have at times been very strained. Furthered by official 
support, the Bank Melli has encroached upon its competitior, 
and now combines active commercia] banking with the sole 
right to issue notes. Now that the concession has lapsed, the 
Government has taken the opportunity to impose upon all 
foreign banks operating in Iran an obligation to maintain with 
the Bank Melli Iran, without interest, no less than 55 per cent 
of their public deposits. This is a penal measure of aggres- 
sive nationalisation, not a mere device of banking control. In 
his statement for the annual meeting of the Imperial Bank— 
which in practice is the only bank affected—Lord Kennet 
discloses that, to comply with the new requirements, the bank’s 
capital in Iran has had to be increased “ substantially.” A 
transfer guarantee has, however, been obtained under which 
the entire capital can be repatriated on six months’ notice, at 
the rate of exchange at which the additional capital was trans- 
ferred to Iran. 


While the bank leaves no doubt that it means to continue 
to trade in Iran, it has in recent years curtailed its activities 
there. Indeed, the number of its branches in other Middle East 
countries is now almost equal to the reduced number now 
open in Iran. In particular, the high level of economic activity 
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on the Persian Gulf has made that region of increasing import- 
ance to the bank. In addition to the branches at Kuwait, 
Bahrein and Dubai, a new branch has been opened at Muscat. 
It is perhaps revealing of conditions in the Middle East that 
in 1948-49 banking business in Syria and the Lebanon has 
improved as the outcome of new local regulations which are 
at last taking the foreign exchange business from the bazaars 
back into the banks. Yet trading conditions, and in particular 
foreign exchange regulations, call for a high degree of vigilance. 
Local exchange controls, making the free transfer of funds 
between countries difficult, have increased the reserves which 
need to be kept in each area. 


x * * 


Chinese Banks and the Communists 


Evidence is accumulating that the Communist authorities 
in China are attempting to extend their economic influence 
behind the battle lines. Having, with the fall of Shanghai, 
taken over the head office buildings of the Chinese government 
banks, the Communist authorities have made a first attempt 
to dictate to bank branches in Nationalist China. The 
Communist-controlled former head office of the Bank of China 
recently sent a “directive” to branches abroad and in 
unoccupied territory requesting that they should sever all 
business links with the Kuomintang. But last April the Bank 
of China, in common with other government banks, had 
anticipated the fall of Shanghai and had transferred its head 
Office staff, specie and foreign exchange holdings to Canton, 
the present seat of the Government, establishing a new head 
office there. The leading government banks (that is, those in 
which the Government is majority shareholder) are—besides 
the Bank of China—the Central Bank of China, Farmers’ Bank 
and the Bank of Communications. This is not the first 
time that these banks have had to move their head offices. 
Theoretically, all branches are now answerable to the new head- 
quarters, but in practice effective control can be exercised 
only over branches in unoccupied territory. 


The Bank of China—to which alone a Communist directive 
of this kind has so far been addressed—is the only govern- 
ment bank with a foreign trade charter and branches, nineteen 
in all, abroad. The offices of this bank in unoccupied territory 
are ignoring the instruction from Shanghai, and will continue 
to take their orders from their legal head office, now in Canton. 
But the position of the foreign branches, at any rate, may 
become somewhat equivocal when communications between 
Shanghai, Tientsin and the outside world are properly 
re-established, enabling more normal trade relations to be 
resumed. 
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Second Thoughts in the Capital Market 


The relapse in the share markets has dealt hardly with 
several of the recently outlined schemes for raising new capital. 
Calculations of issue terms have been thrown sadly out of gear 
for Guest, Keen and Nettlefolds, Babcock and Wilcox and 
Liebigs Extract. These three companies announced the terms 
of big new issues at the end of last week, when the industrial 
share market was deep in the doldrums. A month ago, when 
the programme to raise £4,500,000 of new capital was first 
disclosed, Guest, Keen and Nettlefold’s £1 ordinary shares 
were firm at 48s. Admittedly, the heavy borrowing from 
the Finance Corporation of Industry for extensions to John 
Lysaghts Scunthorpe Works was a factor which affected the 
equity of the parent company, but the market setback has taken 
the price of the shares down to 37s. 6d.—the very price at 
which shareholders are offered 2,256,630 £1 ordinary shares, at 
the rate of one in four. Thus any bonus element in the issue 
has been eliminated, and this is bound to affect its chances of 
complete success, quite apart from the other uncertainties of 
trade prospects and nationalisation. The offer of 716,609 new 
£1 ordinary shares at 57s. 6d. to ordinary stockholders of 
Babcock and Wilcox has been similarly affected by falling 
markets. The old shares have fallen to 57s., so that in this case 
there is the offsetting advantage of merely a part of the stamp 
and fee to attract shareholders. 


Both these companies are concurrently to make new issues 
of preference shares. This class of capital has recently had its 
own particular troubles. In the recently rejected appeal 
of colliery preference shareholders in the Wilsons & Clyde Coal 
case, Lord Maugham’s overruling of the judgment Jn re William 
Metcalfe & Sons has prompted many second thoughts on the 
rights of preference shareholders to surplus assets in a winding 
up. Again, the rumoured issue of £20 million 4 per cent 
preference stock by Imperial Tobacco had an immediate 
adverse effect on all grades of preference shares, particularly 
high grade issues in which it has been very difficult to deal 
in the past few weeks. The “ Imps” issue has now apparently 
been shelved for the time being, but its shadow will linger, 
and it is questionabie whether any big revival in preference 
issues will be possible while it so remains. 


The slide in gilt-edged values has imparted weakness to the 
whole structure of fixed interest yields. It is litthe wonder that 
a proportion of three recent issues has been left with the under- 
writers. Of the issue of 400,000 4} per cent cumulative £1 
preference shares of Associated Fisheries at 21s. a share, some 
67 per cent had to be taken up by underwriters. This week 
9 per cent of the Trinidad Petroleum issue of 5} per cent 
redeemable {1 preference shares and 32 per cent of the 54 per 
cent cumulative preference shares of Arthur & Co. was left 
with the underwriters. These poor results are enough to 
discourage any immediate revival of new issue activity. 


* * x 


Bank Advances and New Issues 


There is litle sign, in the latest quarterly classification of 
bank advances, that the growing difficulties of securing finance 
through the new issue market are yet leading to any large 
increase in demands for accommodation at the banks. Nor do 
the figures suggest that much bank finance has been needed 
to provide for the stocks which must be presumed to be 
accumulating through “frustration” of exports. Total bank 
advances in Great Britain increased between February and 
May by £26} million, which is an appreciably smaller increase 
than the £44 million experienced in the corresponding quarter 
of 1948, This difference, however, must have been more than 
accounted for by the repayments, totalling some £13 million, 
made early in May by the Gas Council of advances formerly 
made to the now nationalised gas undertakings. Despite these 
large repayments, total advances to public utility undertakings 
declined during the quarter by only £5,500,000, which suggests 
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that the requirements for electrical development have again 
been rising steeply. 

The largest increase during the quarter has occurred in the 
food, drink and tobacco group, which has risen by £22 million, 
probably mainly in consequence of rising demands for financing 
tobacco stocks. Agricultural needs have expanded seasonally 
by £7,500,000, while retail trade has absorbed an additional 
£5,000.000. Advances to retailers now stand at £158 million, 
which is fully 24 times their level at the beginning of 1946, 
the date of the first postwar analysis of advances ; they account 
for 10.6 per cent of the aggregate advances and, apart from the 
heterogeneous “ personal and professional” group, are the 
largest of the twenty-five categories. Additional demands for 
personal and professional purposes have this time been rather 
larger than usual, absorbing £13 million. The only other 
significant increase is one of nearly £9,000,000 in the “ other 
finance” group—a movement which could and probably does 
reflect the recent experience in the new issue market. Under 
most of the other heads, there has been a decline in net demands 
for accommodation. Local authorities have made net repay- 
ments of £10 million, while the engineering group showed 
its first decline for the full three-year period, dropping by 

7,600,000 to £114.8 million ; this reduces its proportion to 
7 per cent. There has also been a significant contraction in 
demands in each of the three textile categories 


* x * 


South Africa’s Premium Gold Sales 


Despite his earlier differences with the International 
Monetary Fund, Mr Havenga is plainly determined to push 
forward energetically with his plans for selling semi-processed 
or fabricated gold at premium prices. At this week’s annual 
meeting of the Transvaal Chamber of Mines, Mr C. S. McLean, 
the retiring president, detailed a number of transactions which 
have been arranged or are under negotiation, involving some 
620,000 ounces. The newly-formed South African company, 
S. A. Goldware (Proprietary) is to be operated by a London 
firm of bullion dealers which is to set up a factory in the 
Union to produce gold articles for export. When the factory is 
ready—which it evidently will not be for some months at least— 
the Chamber will supply it with gold up to 250,000 fine ounces 
at 17s. 6d. premium. Another company has been given an 
option to buy a maximum of 350,000 fine ounces at the same 
price before February, 1951, while other negotiations are pro- 
ceeding involving a further 150,000 ounces. In addition, 20,000 
ounces of gold articles are to be manufactured experimentally 
on behalf of gold producers. 


To develop fabricating capacity of this extent is no small 
task, yet, by comparison with South Africa’s gold output, the 
amounts involved are very small. Even if the whole of this 
processed or fabricated gold could be sold within a year on 
these terms, the premium would be equivalent to little more 
than one-half of one per cent of the aggregate value of South 
Africa’s whole output at parity price. Mr McLean declared 
that South Africa fully approved the objectives of the IMF 
in its policy towards premium sales ; but it seems evident that 
if the IMF is prepared to countenance these South African 
expedients, that is chiefly because their amount is small. No 
matter what safeguards are introduced, and no matter into 
what form the gold is fabricated, any large-scale traffic 


would inevitably have exchange consequences at variance with 
IMF policy. 


Industry and Trade 


Redeployment in the Cotton Commission 


To endure criticism is the lot of public bodies. The Raw 
Cotton Commission, which has indeed been no exception in 
this respect, complains in its first annual report that it has 
been “widely and unjustly blamed for shortcomings wholly 
outside its control.” The shortcomings of cotton supply have 
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An Annuity 


will offset reductions in interest rates 


For a man aged 65 (or a woman aged 76) the gross income 
for life from an annuity is over 10°/ of the purchase money. 


‘For residents in some countries payments are exemp: irom U.K, tax. 


Enquire for details at your age. 


The Equitable Life 
Assurance Society 


Founded 1762 


19 Coleman Street, London, E.C.2., 
No shareholders No agents No commission 
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July is the month when the farmer surveys his 


crops and prospects. But in all seasons the 


farmer can turn to his bank for counsel and 


help in the day-to-day financial transactions 


of this basic yet ever changing industry. The 


Midland Bank, so closely interested in agricul- 


tural conditions throughout England and Wales, 


offers the farmer a complete banking service. 
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Second Thoughts in the Capital Market 


The relapse in the share markets has dealt hardly with 
several of the recently outlined schemes for raising new capital. 
Calculations of issue terms have been thrown sadly out of gear 
for Guest, Keen and Nettlefolds, Babcock and Wilcox and 
Liebigs Extract. These three companies announced the terms 
of big new issues at the end of last week, when the industrial 
share market was deep in the doldrums. A month ago, when 
the programme to raise £4,500,000 of new capital was first 
disclosed, Guest, Keen and Nettlefold’s £1 ordinary shares 
were firm at 48s. Admittedly, the heavy borrowing from 
the Finance Corporation of Industry for extensions to John 
Lysaghts Scunthorpe Works was a factor which affected the 
equity of the parent company, but the market setback has taken 
the price of the shares down to 37s. 6d.—the very price at 
which shareholders are offered 2,256,630 {£1 ordinary shares, at 
the rate of one in four, Thus any bonus element in the issue 
has been eliminated, and this is bound to affect its chances of 
complete success, quite apart from the other uncertainties of 
trade prospects and nationalisation. The offer of 716,609 new 
£1 ordinary shares at 57s. 6d. to ordinary stockholders of 
Babcock and Wilcox has been similarly affected by falling 
markets. The old shares have fallen to 57s., so that in this case 
there is the offsetting advantage of merely a part of the stamp 
and fee to attract shareholders. 


Both these companies are concurrently to make new issues 
of preference shares. This class of capital has recently had its 
own particular troubles. In the recently rejected appeal 
of colliery preference shareholders in the Wilsons & Clyde Coal 
case, Lord Maugham’s overruling of the judgment Jn re William 
Metcalfe & Sons has prompted many second thoughts on the 
rights of preference shareholders to surplus assets in a winding 
up. Again, the rumoured issue of £20 million 4 per cent 
preference stock by Imperial Tobacco had an immediate 
adverse effect on all grades of preference shares, particularly 
high grade issues in which it has been very difficult to deal 
in the past few weeks. The “Imps” issue has now apparently 
been shelved for the time being, but its shadow will linger, 
and it is questionabie whether any big revival in preference 
issues will be possible while it so remains. 

The slide in gilt-edged values has imparted weakness to the 
whole structure of fixed interest yields. It is litthe wonder that 
a proportion of three recent issues has been left with the under- 
writers. Of the issue of 400,000 4) per cent cumulative £1 
preference shares of Associated Fisheries at 21s. a share, some 
67 per cent had to be taken up by underwriters. This week 
9 per cent of the Trinidad Petroleum issue of 5} per cent 
redeemable {1 preference shares and 32 per cent of the 5} per 
cent cumulative preference shares of Arthur & Co. was left 
with the underwriters. These poor results are enough to 
discourage any immediate revival of new issue activity. 


Bank Advances and New Issues 


There is litle sign, in the latest quarterly classification of 
bank advances, that the growing difficulties of securing finance 
through the new issue market are yet leading to any large 
increase in demands for accommodation at the banks. Nor do 
the figures suggest that much bank finance has been needed 
to provide for the stocks which must be presumed to be 
accumulating through “frustration” of exports. Total bank 
advances in Great Britain increased between February and 
May by £26} million, which is an appreciably smaller increase 
than the £44 million experienced in the corresponding quarter 
of 1948, This difference, however, must have been more than 
accounted for by the repayments, totalling some £13 million, 
made early in May by the Gas Council of advances formerly 
made to the now nationalised gas undertakings. Despite these 
large repayments, total advances to public utility undertakings 
declined during the quarter by only £5,500,000, which suggests 
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that the requirements for electrical development have again 
been rising steeply. 

The largest increase during the quarter has occurred in the 
food, drink and tobacco group, which has risen by £22 million, 
probably mainly in consequence of rising demands for financing 
tobacco stocks. Agricultural needs have expanded seasonally 
by £7,500,000, while retail trade has absorbed an additional 
£5,000,000. Advances to retailers now stand at £158 million, 
which is fully 24 times their level at the beginning of 1946, 
the date of the first postwar analysis of advances ; they account 
for 10.6 per cent of the aggregate advances and, apart from the 
heterogeneous “personal and professional” group, are the 
largest of the twenty-five categories. Additional demands for 
personal and professional purposes have this time been rather 
larger than usual, absorbing £13 million. The only other 
significant increase is one of nearly £9,000,000 in the “ other 
finance” group—a movement which could and probably does 
reflect the recent experience in the new issue market. Under 
most of the other heads, there has been a decline in net demands 
for accommodation. Local authorities have made net repay- 
ments of £10 million, while the engineering group showed 
its first decline for the full three-year period, dropping by 
£7,600,000 to £114.8 million ; this reduces its proportion to 
7 per cent. Theré has also been a significant contraction in 
demands in each of the three textile categories 


* x * 


South Africa’s Premium Gold Sales 


Despite his earlier differences with the International 
Monetary Fund, Mr Havenga is plainly determined to push 
forward energetically with his plans for selling semi-processed 
or fabricated gold at premium prices. At this week’s annual 
meeting of the Transvaal Chamber of Mines, Mr C. S. McLean, 
the retiring president, detailed a number of transactions which 
have been arranged or are under negotiation, involving some 
620,000 ounces. The newly-formed South African company, 
S. A. Goldware (Proprietary) is to be operated by a London 
firm of bullion dealers which is to set up a factory in the 
Union to produce gold articles for export. When the factory is 
ready—which it evidently will not be for some months at least— 
the Chamber will supply it with gold up to 250,000 fine ounces 
at 17s. 6d. premium. Another company has been given an 
option to buy a maximum of 350,000 fine ounces at the same 
price before February, 1951, while other negotiations are pro- 
ceeding involving a further 150,000 ounces. In addition, 20,000 
ounces of gold articles are to be manufactured experimentally 
on behalf of gold producers. 


To develop fabricating capacity of this extent is no small 
task, yet, by comparison with South Africa’s gold output, the 
amounts involved are very small. Even if the whole of this 
processed or fabricated gold could be sold within a year on 
these terms, the premium would be equivalent to littl more 
than one-half of one per cent of the aggregate value of South 
Africa’s whole output at parity price. Mr McLean declared 
that South Africa fully approved the objectives of the IMF 
in its policy towards premium sales ; but it seems evident that 
if the IMF is prepared to countenance these South African 
expedients, that is chiefly because their amount is small. No 
matter what safeguards are introduced, and no matter into 
what form the gold is fabricated, any large-scale traffic 


would inevitably have exchange consequences at variance with 
IMF policy. 


Industry and Trade 


Redeployment in the Cotton Commission 


To endure criticism is the lot of public bodies. The Raw 
Cotton Commission, which has indeed been no exception in 
this fespect, complains in its first annual report that it has 
been “ widely and unjustly blamed for shortcomings wholly 
outside its control.” The shortcomings of cotton supply have 
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An Annuity 


will offset reductions in interest rates 


For a man aged 65 (or a woman aged 70) the gross income 
for life from an annuity is over 10° of the purchase money. 


(For residents in some countries payments are exemp: irom U.K, tax. 


Enquire for details at your age. 
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been flagrant, but it is teue that there is a distinction to be 
made. As the commission in effect points out, the world has 
lately been a sadly uneconomic place. The shortage of dollars 
has diverted demand to Egyptian and other non-dollar growths 
of cotton, causing a rise in their prices out of all proportion to 
their merits ; this reflects “ the division of the world into hard 
and soft currency areas.” The commission itself has been 
forced to engage in the competition for non-dollar growths ; at 
one time in 1948 it was even buying Karnak from Russian 
holdings which were being offered on the Continent through 
the satellite countries; and, as it points out, “the 
sensitive fluctuations of demand in relation to price cannot 
easily be adjusted to the availability of foreign currencies.” 


From these distracting and confusing conditions of the 
world and the British economy it is not easy to disentangle the 
specific questions which have been generally asked concerning 
the commission itself. Is it possible for a single national 
buying agency to operate economically for an industry of this 
kind, and—if it is possible—is the commission going the right 
way todo it? It would be idle to look for conclusive evidence 
in the report, which covers no more than the first seven months 
of 1948 and which has taken an unconscionable time to pre- 
pare and publish. It can, however, be recorded that the com- 
mission shows awareness of the drawbacks of the service which 
it has so far been able to give, and awareness too of the 
necessity. of performing, as soon as it can, a fully economic 
function. It inherited something of the crude and simple 
buying methods of the war years, and was aware that these 
would not serve to keep the cotton textile industry in business. 
Before attempting a full reorganisation, it took the unconven- 
tional step of procuring a report from a firm of industrial con- 
sultants on its own structure and methods of work; and it 
accepted their advice “with only minor modifications.” 


The report shows a welcome sensitivity on questions of 
quality. The step of establishing standard types of Egyptian 
cotton, which are available to spinners and on the basis of 
which buying in Alexandria is being done, is one example. 
Another is the effort made—though so far without full success 
—to create adequate sampling arrangements in Liverpool and 
Manchester. The provision of a hedge against price fluctua- 
tions (such as the Liverpool cotton futures market furnished 
before the war) is another of the more intractable tasks. The 
report anticipates this year’s proceedings to the extent of say- 
ing that negotiations for a mew cover scheme for spinners, 
which is to provide for the reintroduction of “on call” and 
“delivery” contracts, are now well advanced; and cover 
arrangements for doublers, manufacturers, and converters are 
under discussion with the relevant trade organisations. The 
commission shows a net profit of just over £1,000,000 in its 
first trading period. But this was earned in a period of steeply 
rising prices, and the handsome surplus shown by the cover 
scheme in the first few months can hardly recur. 


Fuel for Jet Aircraft 


On Monday Mr Erroll asked the Minister of Supply in the 
House of Commons why experiments were being carried out to 
adapt jet aircraft to burn petrol instead of vapourising oil 
(kerosene, their normal fuel). He also wanted to know if there 
was any link between the experiments and “ the growing short- 
age of kerosene, which farmers are compelled to use because of 
the tax on petrol.” Mr Strauss’s answer was: 

These experiments are being made so that our jet aircraft 

shall not be dependent upon one particular type of fuel. 
They were not necessarily, he added, a sign of a kerosene 
shortage, but “it is obviously desirable to see whether any 
other fuels can be effectively used.” The position is not quite 
so simple. It is clear that any future air force will consist 
largely, if not entirely, of jet-engined aircraft, whether bombers, 
fighters or transports. How can the fuel supplies of such an ait 
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force be assured? When crude oi! is refined, the kerosetp | 


obtained is at the most 8 per cent of the volume of crude. The 
strategic argument is clear: there is no immediate prospect 

supplying enough kerosene to fuel a military air force in wat, 
Therefore aircraft must be able to use an alternative fuel which 
can be obtained in larger quantities. In the United Statg 
new jet aircraft are being designed to burn petrol only, ang 


most of the existing jet aircraft are being converted to it | 
The reason is the same; indeed, heavy seasonal demands for 


kerosene have caused severe shortages. If a similar 


were to be adopted here, aircraft designers would not be = 
easily reconciled to it. Since aviation started, their ideal ~ 
has been to design in engine to burn a fuel other than petral © 

and reduce fire hazards. Jet aircraft burning kerosene have 


been known to crash at 200 m.p.h. without catching fire. 


Petrol also introduces its own technical complications. The 3 
rapid rate of climb of jet aircraft causes it to boil in the fud 7 
tanks. The tanks must therefore be pressurised to insulate the ~~ 
fuel from atmospheric pressure changes ; alternatively, some © 
means must be found to enable the fuel pumps to handle ~ 
boiling fluid. On the larger aircraft, e.g. bombers, the tanks ~ 
mav hav: to be pressurised, and the increased weight will re — 
duce either the range or the bomb load. These tanks will — 
have to be moved from the wings to the body of the aircraft. ~ 
But it is unlikely that fighters can be fitted with similar tanks, — 
and the resultant pumping problems present serious engineer- — 
ing difficulties. Range is also likely to be restricted because 











the lower calorific value of the petrol makes it necessary to 
carry a greater volume of fuel. Ités calculated that the net effect 
of petrol burning will be a 15 per cent drop in efficiency. 
The question is a technical one which it is not easy for the 
outside observer fully to assess. But one aspect which 
strikes him is that petrol taxation, which encourages users of 


agricultural tractors and others to burn kerosene for purposes 7 
for which petrol would be best, is becoming further outmoded 


by these technological changes. Even in aviation it introduces 
the anomaly that a piston-engined aircraft burning petrol 
is paying 9d. a gallon tax on motor spirit, while a jet-engined 
aircraft burns an untaxed fuel. The distinction which taxes 
motor spirit and leaves kerosene untaxed must have been based, 
at one time, on an assumption that the heavier fractions of crude 
oil were harder to market, than motor spirit. With the develop- 
ment of jet aircraft, this assumption no longer holds. It 
may well be true that there is no prospect of larg. enough 
supplies of kerosene to meet all possible military demands. 
But the demands of civil flying wil! soon make necessary 3 
new approach to fuel taxation. 


Cargo Insurance Rates Merged 


Notice was given some five weeks ago to terminate on June 
30th the wartime system of separately quoting “ Combined 
Marine Surcharges” (CMS) over and above basic insurance 
rates charged on cargo risks. Thus this week the two rates 
were merged into one rate only. All existing contracts were 
cancelled but have been automatically reinstated at the same 
cost, made up from the aggregate of the combined rates, The 
rates laid down in the CMS schedules, started in 1943, while 
not strictly binding, have always been carefully adhered to 
by the marine market. The surcharges were introduced origin- 
ally to cover underwriters against increased marine risks arising 
out of the war, but not classifiable as purely war risks com- 
pulsorily covered with the Government Cargo War Risks Office. 
Risks falling under this head have included the cover of cargo 
losses arising from collisions with wreckages, longer journeys 
necessitated by wartime detours, extinction of navigation lights 
—in fact, any proper marine risk increased by war conditions. 
Not all these risks aeased at the end of the war. To meet the 
changed requirements of peacetime conditions the CMS sched- 
ules have been simplified and lowered several times since the 
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war without, however, invalidating the principle of charging 
two separate rates. 

The uniform adoption of CMS rates since 1940 has not meant 
that all underwriters have quoted identical rates. The basic 
rates could always be varied, and it has been quite common 
for underwriters to charge different basic rates for similar cargo 
risks. But the basic rate element in the cost of marine insur- 
ance has generally been substantially smaller than the portion 
made up from combined marine surcharges. It remains to be 
seen whether, now that the two rates are merged, quotations for 
new insurances affected will fall. Competition among under- 
writers is sure to become much keener now that they will be 
able to spread the burden of any cuts made between the com- 
bination of two rates rather than by lowering the basic charge 
only. The market, while anticipating some rate-cutting by 
underwriters in an effort to increase business, does not, how- 
ever, expect, any drastic reductions. 


* * x 


Chocolate Economics 


In publishing their consolidated accounts for the first 
time (briefly analysed on page 54), the British Cocoa and 
Chocolate Company and Cadbury Brothers Limited have also 
issued a booklet reviewing their experience of the last ten 
years. The review goes some way towards explaining the 
queues at the sweet shops today. It mentions the high prewar 
consumption per head (between 7 and 7} ounces a week) in 
Britain. It emphasises the shrunken supplies of materials and 
the other obstacles that stand between the manufacturer and 
his desire to meet the demands of his market. First among 
these is the “ virtual disappearance ” of fresh full-cream milk 
from among the raw materials of the chocolate trade. In 1938 
the group’s most important single product, by volume of sales, 
was a two-ounce milk chocolate bar which cost twopence. In 
1948 the same bar cost 5$d. to those fortunate enough to 
catch one on the wing; but these were few, for the group’s 
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consumption of fresh full-cream milk, which was 26 million 
gallons a year before the war, is now restricted to about 
2 million gallons a year even with the new Irish factory, using 
Irish milk, included. 


For lack of milk, the group cannot supply what would be 
the public’s first choice of its products ; but the matter does 
not end there. Dark (i.e. plain) chocolate has to be provided 
instead, but this introduces complications. Much of the plant 
is unsuited to making dark chocolate, and has to stand idle 
while the remaining plant works two or three shifts. This 
has raised labour costs. Work formerly done by girls on day 
shift is now done by men on night shift. 


Dark chocolate has the further disadvantage that it requires 
more cocoa beans than milk chocolate. The increase in 
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the price of cocoa beans since the war has been “ staggering ”; 
and supplies have shrunk. The accompanying chart shows 
the scale of the price movements. To make the best use of 
the materials available, the makers have had to shift much of 
their production to “assortments.” But this is a more 
elaborate matter than making simple chocolate bars, and 3} 
times more costly in labour: that is, in the time taken by 
nine workers to make a ton of “assorted” chocolates, 2} 
workers could make a ton of chocolate in moulded blocks. 


It is clear enough, in the circumstances, that not only raw 
material costs but also labour costs have gone up very steeply. 
The review complains further that, under the twin control 
of the Ministry of Food and the Treasury, the group has had 
to take the materials allocated to it in fixed quantities, when- 
ever the goods were available, and in whatever qualities were 
offered. The consequential changes in recipes necessitate 
“ continual changes in employment” which irritate the worker 
and raise the manufacturer’s costs. It follows that production 
“ must continue to fall substantially behind the public’s demand 
for variety as well as quantity.” 


* * * 


Television and the Film Trade 


The conflicting interests of the B.B.C. and the film in- 
dustry in television will not prove easy to reconcile ; but a 
speech by Mr Walter Fuller, general secretary of the Cine- 
matograph Exhibitors’ Association, this week suggested that at 
least some clarification of the issues at stake was on the way. 
Mr Fuller recalled that the film trade had urged upon the 
Advisory Committee on Television the desire of the trade 
10 secure a wavelength on which it could transmit films from 
a studio of its own for large-screen television, to be seen by 
the public in cinema theatres. The B.B.C. had opposed this, 
and so far “very little progress” had been made with the 
request. But the request has not been abandoned, and will 
be one of the first points put forward by the film trade to 
the Committee of Enquiry into the renewal of the charter of 
the B.B.C. Mr Fuller observed that one reason for the oppo- 
sition which the B.B.C. offered to the proposal was that “ the 
B.B.C. appeared to look to cinemas to take the public service 
television, which would in time provide it with considerable 
revenue.” In fact, it is fair to assume that the B.B.C. is 
merely resisting the thin end of the wedge. 


On the other hand, the B.B.C. has shown anxiety to get 
a supply of films for its own transmissions, to be seen by 
the owners of television sets in their homes. Here the film 
trade is in a position to do the refusing ; but the film trade is 
handicapped by its own relative disunity, and Mr Fuller 
dropped a plain hint that if it refused to make any arrange- 
ment at all with the B.B.C. it would find that individual 
interests would compromise and break the “present soli- 
darity.” It is worth while to note the kind of arrangement 
which Mr Fuller has in mind: it is that films of more than 
a certain age (he mentioned films made before 1939, but 
indicated that the date might be variable) should be made 
available to the B.B.C. for an experimental year. If, at the 
end of that year, the trade had not gained permission to run 
its own studio for large-screen television, he suggested that 
the supply of films should be withdrawn. But, in any case, 
he was not thinking of any supply of new, or recent, films 
to the B.B.C.; “ all sections of the trade are fully determined 
not to supply films within their own (i.e., the films’) com- 
mercial life.” 


Shorter Note 


A meeting is being arranged to take place in London later 
this month between representatives of the Colonial Office, 
British South Africa Company and Northern Rhodesia to dis- 
cuss the question of “ Chartered’s ” mineral rights in Northern 
Rhodesia. The proposal] to tax these royalties placed before 
the Legislative Council of the colony earlier this year has been 
withdrawn. 
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COMPANY MEETINGS 


MARKS AND SPENCER LIMITED 


SUBSTANTIAL INCREASE IN TURNOVER 
RISE IN PROFITS 
SIGNS OF NEW INFLATIONARY TREND 
SIR SIMON MARKS’S REVIEW 


The twenty-third ordinary general meeting 
of Marks and Spencer, Limited, was held on 
June 23rd at Michael House, Baker Street, 
London, W. 

Sir Simon Marks, D.Sc. (chairman and 
joint managing director), who presided, said : 
Ladies and gentlemen,—I hope that, in 
accordance with our customary practice, the 
directors’ report and accounts, which have 
been in your hands for the requisite period of 
21 days, may be taken as read. 

There are changes in their presentation 
this year, which conform with the require- 
ments of the Companies Act of 1948. There 
is, in addition, a statement of interests of 
your company in its wholly owned sub- 
sidiaries. 

PROFIT AND LOSS ACCOUNT 

I am pleased to report the profit for the 
year, before providing for taxation, amounts 
to £4,193,000, compared with £3,169,000 last 
year. : Provision for taxation, amounting to 
£2,350,000, is required, leaving £1,843,000, 
against £1,319,000. 

We recommend the allocation of £50,000 
to the staff benevolent and pensions fund. We 
also recommend a final dividend of 45 per 
cent. on the ordinary and “A” ordinary 
shares, making with the interim dividend of 
15 per cent. already paid, 60 per cent. for the 
year. The carry-forward to next year will 
then amount to £2,594,000—an increase of 
£1,018,000. 


PROPOSED BONUS ISSUE 


We are also proposing that an amount of 
£49,168 10s be capitalised out of the general 
reserve of the company to enable the distri- 
bution, by way of bonus, to the ordinary and 
“A” ordinary shareholders of fully paid 
“A” ordinary shares in the proportion of 
one for every 43 ordinary and/or “A” 
ordinary shares held at May J4th. 

We have taken the opportunity to issue a 
scrip bonus within the limits freely permitted 
by the Treasury. It was our practice before 
the war to issue bonus shares each year from 
the profits retained in the business. This 
helped to bring our nominal capital into 
somewhat closer relationship to the real capi- 
tal employed, and with the profits earned by 
the resulting expansion. Since 1939, when 
this practice was discontinued, there has been 
ploughed back a sum of £3,858,000, which 
forms part of our revenue reserves, and is 
available for development. 


DEPRECIATION AND REPAIRS 


The amounts under this heading are larger 
than last year and will continue to be on a 
heavy scale if we are to maintain our pro- 
perties, fixtures and equipment in good con- 
dition. The repairs, in particular, are heavy, 
as there is a great deal of wear and tear of 
many years to be made good owing to the 
enforced lack of attention during and since 
the war. 

So far as buildings are concerned, we are 
carrying out as much work as possible under 
the limited licences which are available. In 
regard to our fixtures and equipment, which 
have been in use for many years, we have to 
recondition or replace them as they become 
obsolete. It is our policy to maintain our 
Properties in good order and our stores up 
to date and generally attractive. 


RESERVES AND SURPLUS 


It will be noted that reserves and surplus 
now appear as capital and revenue reserves. 
Our general reserve is divided between the 
share premium account of £907,000, repre- 
senting premiums received on the shares 
issued in former years, and the general 
reserve account of £2,393,000, built up out of 
profits. Altogether, with specific reserves of 
£566,000, also built up cut of profits, and 
the balance carried forward of £2,594,000, 
the capital and revenue reserves amount to 
£6,460,000. 

Taxation is also shown in a different form 
in the present balance-sheet. Future income- 
tax assessable 1949-50, amounting to 
£1,576,000, is shown as a reserve and not 
included among the current liabilities and 
provisions as last year. Current taxation of 
£896,000 includes £675,000 for profits tax on 
this year’s profits, and £221,000 for the 
balance of our income-tax liability to 1948- 
49, which has still to be finally determined. 


SUBSIDIARY COMPANIES 


Advances to our subsidiary companies show 
an increase of £536,000 to {204,000 which 
moneys are required for the financing of 
cloth handled by them on our account. 

The statement of interests in subsidiary 
companies shows a surplus of assets of 
£86,000 and is not included in the reserves 
of the parent company. 


BOARD'S POLICY 


The rise in profits is due te a substantial 
increase in turnover. Our policy has always 
been to bring to the public the goods they 
need at prices which fit their purse. It has 
éarned for us their confidence and good will. 
Such intangible assets cannot be assessed too 
highly. They are the strong foundation on 
which our business rests. Wherever and 
whenever we can, by more efficient methods, 
create improvements in our goods or lower 
prices, our customers receive the direct 
benefits which they appreciate. 

Our trade-mark, St. Michael, is a guarantee 
of our standards of yalue and has become a 
well-known brand throvghout the land. -In 
achieving these standards we enjoy the close 
and friendly collaboration of our producers, 
who are fully in accord with cur policy. We 
extend our co-operation to the technical field, 
where our own teams of scientists and 
specialists work jointly with the experts of 
our suppliers. The object is to study how 
and where our goods can still be improved. 

Obviously, the full benefits of this work 
cannot be derived until more materials are 
available. Without a proper flow we cannot 
derive the full advantages of the manufac- 
turing capacities of our suppliers of garments. 

Although production in most of our depart- 
ments expanded we felt the shortages most 
acutely in our supplies of woven materials, 
which are made up into garments of all kinds, 
It was in an effort to increase these supplies 
that we deemed it necessary to enter into 
closer relationship with some of our friends 
in the textile industry. We consequently 
acquired a financial participation in their 
businesses, our trade investments increasing 
by £895,000. These investments will bring 
us the benefits of increased supplics and of 
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continuity over a period of years from these 
sources. ; 


LONG-TERM SUPPLY ARRANGEMENTS 


We have further made long-term supply 
arrangements with other textile producers in 
whose firms we have no financial interest and 
with whom we have had long and pleasant 
business associations. They appreciate the 
importance of securing a stable market for a 
substantial proportion of their production in 
difficult as well as in good times. 

But even with the arrangements already 
made, we estimate that we shall recei 
during the coming year, less than one-half 
the yardage we consumed in 1939. This is 
a marked increase on last year but there 
remains a big gap to be filled before we can 
satisfy the pressing needs of this section of 
our business. 

We operate our business largely within the 
framework of the utility scheme which serves 
a useful purpose by keeping prices on a 
reasonable level. But it acts as a bar to tech- 
nical progress in the production of improved 
cloths for the home market. We hope that 
it will not be too long before a greater 
measure of flexibility is permitted within the 
scheme so that our public may benefit from 
the scientific and technical developments 
which have been made in the last decade. 


DEVELOPMENT OF CAFETERIAS 


We are gratified with the development of 
our cafeterias and our food business generally, 
which together constitute nearly one-third ot 
our turnover. I believe our success in this 
field is due to our concern with the setting 
and the maintenance of high standards of 
quality for all foodstuffs we handle, as well 
as Our insistence on their freshness and pala- 
tability. Raw materials, and final products 
are subjected to careful analysis by our ex- 
perts to make certain that they conform with 
those standards. 

We attach the greatest importance to 
hygiene and cleanliness in the handling cf 
food and our staff is deeply conscious of their 
responsibility to the public in this regard. 
This is a feature much appreciated and 
favourably commented on by our customers. 


EXPORTS 


_ Our export trade, though it plays a rela- 
tively minor role in our business, we regard 
as a service to the nation as well as to out 
manufacturers. In the quest for business, 
our representatives have travelled to many 
countries, te Australia and New Zealand, to 
Canada and the United States and to the 
Continent of Europe, in order to gain Closer 
contact with our customers overseas, and 1 
discover their needs in the light of our own 
production. 

While our own exports have expanded in ihe 
past year, we are facing increasing difficulties, 
particularly im the hard currency markets ; 
price resistance in these ureas is growing. 

There are signs that a new inflationary 
trend may be developing. Many groups of 
workers are bringing insistent Claims for 
higher wages. Unless these increases ace 
accompanied by higher and more efficient 
production they must again be followed by 
rising costs and rising prices. Any attempt 
to raise prices in the home market in order 
to cover price reductions for export would 
intensify this inflationary trend. It is very 
necessary to find means of reducing prices 
not only for export but also for the home 
market. This demands a contribution by 
all the partners in the preductive effort— 
from the Government (which is responsible 
for certain raw materials), management 
labour—throughout all the stages of produc- 
tion. It can be achieved not by one partner 
alone but by all the partners in combination. 

Higher money wages without higher pro-. 
duction prevent this from being done, be- 
cause of the impact on costs. The standards 
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of living of the mass of the people can be 
raised only by increased productivity. This 
will express itself in lower prices and better 
values, making wages and salaries real instead 
of illusory. 


TRIBUTE TO MANUFACTURERS 


I have, in the course of my address, paid 
tribute to the valuable co-operation which 
we enjoy with our manufacturers. It is once 
again my pleasure, on behalf of the board, 
to thank them and to express the hope that 
our future relations will continue to be 
marked by the same spirit of cordiality. 


STORE DEVELOPMENTS 


There is little we can report on this aspect 
of our business. The rebuilding of the 16 
stores destroyed by enemy action still awaits 
the final schemes of the various Town Plan- 
ning Authorities. We have, however, re- 
placed ten of them with temporary premises, 
but these compare neither in size nor import- 
ance with the original stores. 

We now operate 229 stores and will open 
two new stores during the year. We have 
acquired a number of sites adjacent to exist- 
ing stores for future extension. 

We have catering units in 109 stores. 74 
have been reconstructed, re-equipped and 
generally modernised during the past two 
years. Plans are in hand to deal with the 
remainder. 


SOCIAL AND WELFARE ACTIVITIES 


Our business rests on the goodwill of our 
public, on our friendly collaboration with our 
manufacturers and last. but not least, on our 
devoted staff. 

For many years the health and the comfort 
of our staff have been among the many con- 
cerns of your board. By previding canteens, 
rest-rcoms, medical and dental advice and 
other amenities, we have sought to create 
pleasant and healthful conditions of work. 

Our welfare department has initiated a 
wide range of social and recreational activi- 
ties. They comprise theatrical and musical 
societies, inter-store dances and sports meet- 
ings, camera clubs and the like. These acti- 
vities bring members of our staff together 
from different towns and districts. In this 
way they extend their circle of friends as well 
as their interests. A pleasant atmosphere is 
thus created between our staff and those who 
captain them. We take legitimate pride in 
that esprit de corps which is generated by 
the work of our welfare organisation. 


MEDiCAL SCHEME 


The National Health Service has had some 
effect on our own medical scheme, but the 
basic pattern is, as yet, unaffected. Sessional 
and store doctors continue to give a welcome 
counselling service. On the other hand, the 
National Dental Service has compelled a com- 
plete revision in the scope of our dental 
scheme, which now operates on a consider- 
ably reduced scale. This is a matter of some 
regret for us, since our dental scheme was 
built up carefully over many years, and had 
won national recognition for the excellence of 
its service to our staff. We trust that they 
will obtain equal benefit from the national 
service. 

Our pension scheme and benevolent fund 
operate satisfactorily. The pension scheme 
includes all men employed by the company, 
m either managerial or clerical capacities, 
and provides a pension and endowment on 
retirement. Provision is also made for de- 
pendants in the event of death while in the 
service of the company. 


BENEVOLENT FUND 


The benevolent fund, whose assets now 
exceed £500,000, is administered by a joint 
d, composed of directors and executives 

of the company. The fund provides, inter 
» Pensions for members of the staff who 


are not covered by the pension scheme, and, 
where necessary, for their dependants. It 
maintains contact with all those members of 
the staff who have retired on pension, and 
gives such further assistance as they may 
require from time to time. 

We take this opportunity of thanking the 
staff for their devoted services during the 
year. 

The report and accounts were unanimously 
adopted and the dividend as recommended 
was approved. 

The retiring directors, Mr. Harry Sacher, 
M.A., and Mr Norman Laski, M.A., were 
re-elected and the remuneration of the audi- 
tors, Messrs Deloitte, Plender, Griffiths and 
Company, was fixed. 

A resolution was also passed approving the 
capitalisation and distribution of a part of 
the general reserve account. 

The proceedings terminated with a vote of 
thanks to the chairman, directors and staff. 





NATIONAL BANK OF 
NEW ZEALAND 


SATISFACTORY EARNINGS 


The seventy-seventh annual general meet- 
ing of the National Bank of New Zealand, 
Ltd. will be held in London on Juiy 21st. 

Sir Sydney Parkes, the chairman, in his 
circulated stat. ment, states that the increase 
of £6,472,000 reflects the effect of the appre- 
ciation in the New Zealand currency and not 
an expansion of the total assets and liabilities 
in the Dominion. If the New Zealand assets 
and liabilities had been converted in the 1948 
balance-sheet at the same exchange rate as 
this year, cash in hand and balances with 
bankers would have increased by £1,539,000. 
Advances would have been down by £975,000 
and investments would have been lower by 
£891,000. Or the liabilities side deposits and 
current accounts would have shown a 
decrease of £1,184,000. The reduction in 
advances is the result of a return of stocks 
in traders’ hands to a more rormal leve!. The 
decrease in the deposits was caused princi- 
pally by heavy paymerts of income-tax by 
customers at the cnd of the year. 

The net profit at £160,400 shows an in- 
crease of £20,900. The profit from ordinary 
banking operations did not increase during 
the year, but the profit earned in the 
Dominion, being converted at a more 
favourable exchange rate, appears in the 
accounts at a higher figure. The proposed 
final dividend is 3 per cent. (less tax at 9s. 
in the £), making 5 per cent. for the year. 

The satisfactory earnings of the past two 
years have now been strengthened by the 
appreciation of the New Zealand exchange, 
but expenses are increasing and will rise still 
higher on account of the recent Arbitration 
Court award on the salaries of bank staffs. 

The appreciation in the value of New Zea- 
land currency in August, 1948, appears to 
have been made without general disturbance, 
although a few industries, the most important 
of which is gold mining, have suffered 
severely. The rigid system of exchange and 
import controls should enable the Govern- 
ment to maintain the new rate without 2 
material reduction in the overseas balances, 
but since wage rates are still increasing 
and the internal supply of money has not 
been reduced, an increase in inflationary pres- 
sures is to be expected. 

Business conditions in the Dominion have 
continued to be satisfactory, but purchasers 
are showing more discrimination. The season 
for primary production has been excellent, 
and it is expected that exports of butterfat 
and meat will be higher than last season. 
Wool prices are higher than a year ago and 
the wool clip should exceed last year’s record 
figure. Recent sales have, however, been 
rather erratic which suggests a weakening 
tendency of the market. 


4s 
IMPERIAL BANK OF IRAN 


LIQUID POSITION 


The sixtieth ordinary general meeting of 
The Imperial Bank oi Iran will be held on 
July 6 at 51, Gracechurch Street, London, 
E.C. 


The following is an extract from the state- 
ment by the chairman, the Rt Hon Lord 
Kennet, PC, GBE, DSO, DSC, which has 
been circulated with the report and accounts 
for the year to March 20, 1949: — 

In our accounts this year public deposits 
show a small decrease of £485,000. The 
decrease is a continuation of general post- 
war movements, well marked in Iran. Bills 
payable have increased £850,000, due to in- 
creased activity under several headings. 
Credits and guarantees are {1,400,000 more, 
an increase of more than 30 pei cent. Most. 
of that was due to more business in Iran and 
at Beirut. 

The biggest change in our balance-sheet 
is an increase in our cash and money at call 
and short notice of 2} million pounds to 
£11,000,000 and a reductior in our invest- 
ments by £3,000,000 to £4,800,000. These 
changes are connected. I deal later with 
the new regulations foc banking in Iran. 

came into force on March 21, 1949, 
and although our financial year ended on 
March 20th, it was necessary to strengthen 
our position in advance to prepare for the 
new procedure which requires us to transfer 
a larger proportion of our deposits to the 
Bank Melli Iran. The balance of £500,000 
was required for financing foreign trade. 


Bills discounted, and advances, etc., at 
£7,400,000 were £900,000 more than the year 
before. Most of this increase was in the 
business of our branches in the Persian 
Gulf and the Lebanon. There is a new 
item this year on the assets side—Iraq 
Government Treasury bills £350,000. These 
are three months’ bills to Felp the needs of 
the Iraq Government for short-term loans. 
Our statutory deposits of £1,385,000 with the 
Bank Melli Iran are £350,000 less than the 
year before, corresponding to the reduction 
of our deposits in Iran which I have 
mentioned. 


PROFIT AND DIVIDEND 


Our balance-sheet shows a very liquid 
position. Our statutory deposits with the 
Bank Melli Iran under the new regulations, 
as under the old, provide for proportionate 
withdrawals as deposits decrease. The value 
of our bank premises stands in the balance- 
sheet unchanged at £1,000, accompanied by 
a statement of their estimated value. Our 
profit of £105,411 compares with £100,349 
last year, a smal] increase of £5,062. We have 
added £50,000 to our reserve account, raisin 
it to £1,100,000. After providing for a fin 
dividend of 6 per cent. we make a small 
addition of £5,911 to the carry-forward. 


Trading conditions in all our areas have 
been good. There are, however, signs of the 
prevailing change to a buyers’ market, more 
marked in some places than others. 


The past year has been an epoch in our 
history. Our 60-year concession from. the 
Iranian Government ended on January 30, 
1949. . 


We continue in Iran as a bank of deposit, 
authorised to deal in foreign exchange, and 
with authority to maintain our existing 
branches. Our capital in Iran has been sub- 
stantially increased under a guarantee of re- 
patriation on six months’ notice at the same 
rate of exchange as thai at which it was 
transferred. 


at 
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‘GUEST, KEEN AND NETTLEFOLDS 
LIMITED 


THE IRON AND STEEL BILL 
MR J. H. JOLLY’S VIEWS 


The annual general meetine of Guest, 
Keen and Netticfolds Limited was held on 
June 23rd. at Birmingham. 


Mr J. H. Jolly (chairman and managing 
director) presiding. 

The following is an extract from the state- 
ment by the chairman circulated with the 


report and accounts for the period ended 
December 31, 1948: 


It is appropriate that firstly should be men- 
tioned the magnificent job that has been 
done by the management, staff and work- 
people in all sections of the group. This co- 
operation has been outstanding in the past 
year and is a tribute to our workpeople and 
the works management and staff. 


The making up of the group accounts for 
the first time at a uniform date created a new 
situation for your board in regard to the divi- 
dend distribution to ordinary stockholders on 
this occasion, We had to take into considera- 
tion unusual and non-recurring circumstances 
which made the profits available and the 
periods over which they arose not strictly 
comparable with the previous period. Had 
they been comparable the board’s recom- 
mendation would have been a dividemd at the 
same annual rate of 11 per cent. as for the 
past four years for a complete and normal 
12 months. Complying with our under- 
taking, given in the national interest, to act 
with “ moderation and restraint,” and having 
regard to the varying accounting periods 
included in the consolidated accounts, our 
recommendation is to declare a final dividend 
on the ordinary stock of 6 per cent. actual, 
making (with the interim of 4 per cent. actual) 
10 per cent. actual, less tax, for this abnormal 
period. 

We place on record that the distribution on 
this occasion is not any criterion as to the 


annual rate for ordinary dividends for the 
future. 


EXPANSION OF PROFITS 


The profits show an expansion which is 
maimly due to a high production output and 
increased efficiency arising from our steady 
policy of keeping the various plants up to 
date and maintained so as to operate to the 
maximum of their capacity consistent with 
supplies of raw materials. To enab'e such 
plant to be fully remunerative, it is essential 
that a high rate of demand is maintained. 
Also, to ensure low costs arising from high 
production the plant must be constantly re- 
placed by the latest types. At the present 
high level of prices, replacement of plant is 
a serious drain on the financial resources of 
an undertaking such as yours. It will be seen 
that, apart from a charge for depreciation 
amounting to £1,376,561, profits amounting 
to £1,388,814 have been retained in the ac- 
counts of the subsidiaries during the period 
so that they may have funds available for 
this purpose. 


NATIONALISATION 


One of the principal subjects which have 
occupied your board’s attention during the 
last year, and still does, is the Fron and Stee! 
Bill. It would be difficult to convey the ex- 


tent of the distraction from normal manage- 
ment and progress that this disruptive 
measure has caused. It is mow before 
Parliament and we hope for the sake of our 
national economy, that the Bill wi'l not be- 
come law. At the time this statement is made 
the position as regards the G.K.N. group ts 
as follows: 


Companies at one time included but now 
excluded : 


The holding companies: 
Guest, Keen and Nettlefolds Ltd. 
John Lysaght, Ltd. 


Subsidiaries: 


Bayliss, Jones and Bayliss, Ltd., Exors. 
of James Mills, Ltd. 


Subsidiaries still included: 


Guest, Keen and Nettlefo'ds (South 
Wales) Ltd. (wholly owned by G.K.N.), 
Brymbo Steel Works, Ltd. (wholly 
owned by G.K.N.), 


Guest Keen Baldwins Iron and Steel 
Company, Ltd. (G.K.N. hold 57.1 per 
cent. of ordinary shares), 


John Lysaght’s Scunthorpe Works, Ltd. 
(G.K.N. group hold 99.8 per cent. of 
ordinary shares), 


THE BILL 


Of these, the three last-named being steel 
works will pass to the State if the Bill be- 
comes law. As regards Guest, Keen and Net- 
tlefo'ds (South Wales), Ltd., a submission 
has been made to the Minister of Supply that 
its undertaking can and should be divided in 
such a way as to comply with the conditions 
laid down by the Minister for separating 
those of its activities, namely, the rolling 
mills, which come within the terms of the 
Bill, from its other trades which do not. We 
can only hope that a just and common-sense 
view will be applied in determining the issue 
and not solely a politica! one. 


Your board have done their best to obtain 
the exclusion from proposed nationalisation 
of as many of your subsidiary companies as 
possible. Nevertheless, some of our sub- 
sidiary companies will be subject to the terms 
of trading licences by the Government if the 
Bill becomes Jaw. 


NOT FOR COUNTRY’S WELFARE 


My colleagues share my regret that in 
these days we cannot give an account of our 
stewardship without having to refer to 
political affairs. But we believe that we 
should be failing in our duty as trustees of 
your property and representatives of in- 
dustries that have striven loyally to do their 
best for their workpeople’s and country’s 
welfare if we do not emphasise that it is 
our definite and unanimous opinion that 
nationalisation will not lead to greater pro- 
duction, cheaper production, or better 
quality. Alt these are vital if this country 
is fo maintain even its present standard of 
living and remain an independent country. 

Even if Government ownership of public 
utilities at home, monopolies as they are, 
should prove to be efficient, there are no 
grounds for thinking that an industry 
managed by the Government without com- 
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petition can manufacture so cheaply as under. 
private enterprise. Manufacturers have to 
sell many of their products abroad and the 
customer abroad will buy from this country 
only if the price and service are right, 
whether it be coal, steel, or manufactured 
articles. ‘The Government, in spite of all 
its planning, cannot sell abroad if the price 
is excessive through costs being made too 
high because of its own policies or its lack 
of skill in management. In due course the 
workpeople too will realise that nationalisa- 
tion of industries does not mean security of 
employment for them. 


For these reasons your board again record 
their views that to nationalise the iron and 
steel industry, and other industries, will be a 
disaster of the greatest magnitude for this 
country. It would seem, however, that ihe 
present Government has not the courage 
to withstand the pressure from its doctrin- 
aires and malcontents and that the only 
salvation for the country’s trade and there- 
fore its well-beitg, ‘s to see that this Govern- 
ment is not re-elected to office. 


SALES ORGANISATION 


Looking ahead, and with the intention of 
still further improving the group’s reputation 
for service to its customers, we have in- 
creased the number of area offices. These 
are now operating in London, Bristol, Man- 
chester, Sheffield, Newcastle and Glasgow. 
Teleprinter service operates directly between 
these offices and the works, with the ex- 
ception of Newcastle. We find that this 
service is greatly appreciated by customefs 
who can now make prompt contact with the 
works of the group for information about 
Prices, delivery, and other matters. For cx- 
ample, an advisory bureau at the Birmingham 
works of Guest, Keen and Nettlefolds (Mid- 
lands), Ltd., has been established to cope 
with the large number of queries received 
from customers on fastening problems. These 
are brought about by the ever increasing use 
of special steels, light alloys, die-castings, 
plastics and other moulded materials used 
im general manufacture today. 


In regard to our markets abroad, whether 
by way of sales or manufacturing, our policy 
is to maintain freshness of contact by visits 
of directors and officials from this country 
and visits to the home country by directors 
and officials from our overseas companies. 

Since my last statement several visits from 
here for the above purposes and for surveys 
of further possibilities of manufacturing 
abroad have been made to Australia, Canada, 
United States of America, South American 
countries, South Africa, India, Pakistan, and 
many European countries. ‘They have been 
worth while. 


FINANCIAL REQUIREMENTS 


In the statement to the stockholders [ast 
year I referred to the enormous handicap 
which has to be carried by British industry 
at a time when it must strive to regain its 
rightful position in competitive world trade. 
This struggle is no easier today than a year 
ago. The Government have dashed our hopes 
that profits tax might be lifted from that 
portion of earnings turned back into business. 


Because of this and also due to the present 
high cost of buildings, plant and machinery, 
both for development and major replace- 
ments, your company, which believes m 
fully maintaining efficiency, is perforce driven 
to the expedient of raising new capital Ww. 
supplement the sums set aside out of profits 
in recent years which have been retained to 
be utilised for capital purposes. 


At the present time, the capital expenditure 
sanctioned for the United Kingdom com- 
panies of the group and unspent is overt 
£7,000,000, excluding that for John Lysaght’s 
Scunthorpe Works, Ltd. the finance for 
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which has been secured and to which I have 


referred earlier. Our financial resources now’ 


available in the United Kin ‘towards 
this amount are approximately £3,500,000. 


NEW CAPITAL ISSUE 


Addressing the meeting the chairman said: 
In the chairman’s statement which was circu- 
lated with the accounts, you were advised 
cf the Board’s view that the progress and 
efficiency of the group must not be stultified 
by the lack of adequate financial resources, 
and that we had made application for the 
consent of HM Treasury to an issue of 
ordinary shares. That consent has been given. 


Consequently, I am now able to say that 
your Board has decided to issue 2,256,630 
new ordinary shares of £1 each at 37s. 6d. 
per share. They will be offered to the 
ordinary stockholders on the Register at the 
close of business on June 15, 1949, in the 
proportion of one new share for every £4 of 
ordinary stock then held, fractions of a new 
share being ignored. In addition ordinary 
stockholders will be permitted, if they so 
desire, to apply for a further allotment of 
the new ordinary shares in the event of any 
of the new shares being declined by the 
stockholders entitled to them according to 
their rights. 


The company has entered into a contract 
with Morgan, GrenfeJl and Co., Ltd., of 
London, to underwrite the proposed issue. 
It is intended to post the offer to ordinary 
stockholders on Tuesday, July 5, 1949. 

The report and accounts were unanimously 
adopted and a final dividend of 6 per cent. 
actual, less tax, making 10 per cent. actual, 
lass tax, for the period was approved. 

At a subsequent extra-ordinary general 
meeting a resolution was passed approving 
certain alterations and additions to the 
atticles of association of the company. 


FORESTAL LAND, TIMBER 
AND RAILWAYS 
COMPANY, LIMITED 


DIVIDEND OF 12 PER CENT 


The forty-third annual general meeting of 
this company was held on June 29th in 
London. 

Mr John B. Sullivan (chairman and man- 
aging director), in the course of his speech, 
said: At our last ordinary general meeting 
I made special mention of the world-wide 
scope of Forestal interests and the unavoid- 
able repercussions from international diffi- 
culties and complications with which the 
Boards and managements of the parent and 
subsidiary companies are continually obliged 
to contend. During the year under review, 
as you will see from my later references to 
our Argentine and African interests, the 
former—which have constituted our principal 
source of revenue for over forty years— 
have suffered the adverse effects of a con- 
siderable drop in the sales of Quebracho 
Extract, due to factors beyond our control. 

The latter, although representing the 
lesser of the two investments, has, after some 
twenty-seven years of steady development, 
justified our faith in the future of wattle 
extract and proved to be the mainstay of 
the parent company when needed, a position 
which we are confident it can conunue to 
fill satisfactorily for an indefinite period. I 
feel confident, however, that the critical situ- 
ation of the Quebracho Extract industry is 
yA a temporady nature. 

Natal Tanning Extract Company, our 
fully established South African subsidiary, 
= had a record year. The Calder and 

sey Extract Company, Limited, have had 
another successful year. 

The report was adopted and the pro 
final dividend of 9 per cent., making 1 nee 


cent. less tax, for the year, was approv 
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| SUEZ CANAL COMPANY 
UNPRECEDENTED INCREASE IN TRAFFIC 


PROGRAMME OF IMPROVEMENTS 
PROPOSED NEW BY-PASS CANAL 


The annual general meeting of the Suez 
Canal Company, was held on June 2lst in 
Paris. M. Francois Charles-Roux, the chair- 
man, in the course of his speech, said: The 
considerable increase in traffic during 1948 
is an intensification of the upward movement 
already noted in 1947. The question arises 
whether the record traffic figures of 1948 can 
be beaten in 1949. The record figures shown 
by the first six months of the present year 
lead one to think that this may well be so if 
the present rhythm of traffic is maintained. 
One should, however, be extremely cautious 
in drawing conclusions from the present or 
anticipating the future in tmes when citcum- 
stances are as fluid as today. 

The convention signed or March 7th last 
ensures the continuation of the conventional 
regime we were anxious to retain and which 
we considered indispensable for the preserva- 
tion of the company’s special character, an 
essential factor in the fulfilment of its impor- 
tant task. The financial clauses of the agree- 
ment provide that the Egyptian Government 
will obtain an allocation computed on the 
basis of 7 per cent. of our gross profits. 


DIRECTORS’ REPORT 


The year 1948, of which we are to give 
you an account today, has been marked by an 
unprecedented increase in traffic, mainly due 
to the growth of oil consignments from the 
Middle East. 

Since the last annual general meeting, 
important conversations with the Egyptian 
Government, which had started in the late 
summer of 1948, were concluded after three 
months of uninterrupted negotiations by the 
agreements signed on March 7th and which 
are now before the Egyptian Parliament for 
ratification. We were prompted to seek these 
agreements both by Egypt’s evolution during 
the last 12 years and by the approaching end 
of the present concession, which has now 
less than 20 years to run. The Egyptian 
Government agreed to negotiate and conclude 
a new convention intended to resolve ail 
outstanding questions, and to allow the pro- 
gressive incorporation of Egyptian directors 
and personnel in conditions compatible with 
your company’s international mission, its 
exceptional character, and its very special 
organization. At the seme time the 
£300,000 allowance paid since 1937 has 
been replaced by a share in the profits, which 
will have the effect henceforth of associating 
the Egyptian State with the results of our 
undertaking. This participation in the gross 
profits has been fixed at 7 per cent., with a 
minimum of £E350,000, to be reduced if 
necessary in order not to exceed the figure 
of the total gross profits. 


PROGRAMME OF IMPROVEMENTS 


Our technical planning department was 
mainly concerned during 1948 with the 
elaboration of the seventh programme of 
improvements to the Canal, rendered 
necessary by the all-round increase in traffic. 

In the first place, increased draught has 
made steering in the Canal more difficult, 
and some ships now being built might even 
have draught precluding their use of the 
Canal for lack of sufficient depth. It was 
necessary therefore to consider an overall 
deepening of the Canal by 50cms. to allow 
the transit of ships with a draught of 36ft 
as against the present 34ft. This deepening 
will be completed in five years and will re- 
quire the dredging of 7,000,000 cubic metres 
of sand or soil in addition to the removal of 
600,000 cubic metres of rock. 

In the second ¢, the problems created 
by the passing vessels in the Canal are 


rendered more complicated both by the in- 
creased breadth of ships and by the greater 
number of transits, which have progressively 
increased. It must be borne in mind that 
when two vessels pass in the Canal, one has 
to tie up to the bank. 


PROPOSED ONE-WAY BY-PASS 

To reduce the number and inconviences 
of passings we have already had to group 
ships in convoys. But to prevent undue 
delays at the terminal ports it has become 
necessary to improve the passing of these 
convoys ; this is the second object we now 
propose to attain. The Great Bitter Lake 
offers a natural passing zone one-third of the 
distance along the Canal and the seventh 
programme provides for a by-pass nearly 
seven miles long two-thirds of the way be- 
tween Suez and Port Said. This one-way 
by-pass will involve 2,500,600 cubic metres 
of dry excavation and 11,000,000 cubic metres 
of dredging which we hope to carry out in 
two to three years, 

This programme will be completed by 
deepening the tanker station in Lake Timsah 
from 10 to 12 metres and providing new 
anchorages in Port Said harbour to facilitate 
the formation of convoys. 

Canal traffic in 1948 reached the hitherto 
unprecedented level of 8,686 transits and 
55,081,000 net tons, exceeding by 50.6 per 
cent. the 1947 tonnage, which was a record. 


THE FUTURE 

Casting one’s eyes towards the future one 
may forecast that the trans-Arabia pipe-line, 
now under construction and which may well 
be in operation by 1952, will untotbiedly 
reduce petroleum cargoes through the Canal. 
However, the prospects of petroleum produc- 
tion in that area are such that one may well 
hope that this reduction will only be tem- 
porary and that Canal traffic will again rise, 
after the opening of the pip«-line, to figures 
surpassing those it shows ai present. 

After deduction of interest and depreciation 
of capital, i.e., Frs.815,719,723, from gross 

rofits, the remaining available profit is 

rs.13,011,895,782. To the available profit of 
Frs.13,011,895,782, there must be added an 
amount of Frs.61,348,965, carried forward 
from fast year, forming a total of 
Frs.13,073,244,747. Of this amount, we ae 
pose first of all to appropriate 2,000 milli 
francs for imrovements. This would be the 
first of the allotments intended to cover the 
programe of improvements. This appears to 
be the least onerous procedure, the most 
simple, and the most expedient, since it 
allows advantage to be taken of the results 
of exceptionally good financial years to cover 
expenditure of an exceptional character. 

y, Wwe propose to allocate 1,200 
million francs to the provision for deprecia- 
tion of buildings and 1,300 million francs to 
the provision for depreciation and renewal 
of plant, neither of which received appropria- 
tions last year. 

Finally, we suggest a provision of 600 
million francs for payment in due course «f 
certain taxes. 

After allocation of these sums you have 
available Frs.7,973,244,747. The proposed 
distribution of Frs.7,887,323,944 leaves a 
balance of Frs. 85,920,803 which, we suggest, 
should be carried forward. 

The proposed «aistribution brings the gross 
dividend to Frs.7,000. To this should be 
added, for capital shares, statutory imterest 
which, for 1948, amounts to Frs.975.57. 

A copy of the full report will be sent on 
application to the Company, 1, Rue d’Astorg, 
Paris (8), or 6, Bishopsgate, Londen, E.C.2. 
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JEREMIAH AMBLER AND SONS, LIMITED 


MR EDWARD BEDDINGTON BEHRENS’ REVIEW 


The annual general meeting of Jeremiah 
Ambler & Sons, Limited, was held on July 
1, 1949, at Winchester House, Old Broad 
Street, London, E.C.2, Mr. E. Beddington 
Behrens, M.C., Ph.D. (chairman), presiding. 

The following is the chairman’s statement 
as circulated with the report and accounts : 

I am again in a happy position in being 
able to present shareLolders with improved 
results. Profits for the year ending December 
31, 1948, after all provisions, except taxation, 
were £198,219, compared with £179,817 for 
the previous year. Our turnover increased by 
30 per cent., largely due to our new mill at 
Carrickfergus, near Belfast, entering into full 
production. This increase in production has 
only resulted in a 3 cent. increase in our 
total labour force. Taxation takes £107,786. 
The net dividend recommended at 14 per 
cent. on the ordinary shares and the dividend 
on the preference share capital require 
£30,271. The carry forward is increased from 
£70,155 to £138,484, equal to over four years 
preference and ordinary dividends at the pre- 
sent rate. The size of the carry forward 
should act as a stabilising dividend factor in 
future years. Our liquid position remains 
satisfactory, current assets of £799,811 ex- 
ceeding existinz current liabilities of £274,786 
by £525,025. 

The annex to the accounts shows the 
record of your Company over the five years 
in which Lord Barnby and I have been 
directors; the 1948 results comparing with 
£35,168 in 1944. 


CAPITAL FOR MODERNISATION PROGRAMME 


Nevertheless, despite our paying out in 
dividends such a conservative proportion ot 
our earnings, the requirements of taxation 
are so high that we cannot replace existing 
machinery or provide for normal develop- 
ment, except by the issue of new capital. We 
are, therefore, considering the issue of further 
prior charge finance to provide for the com- 
pletion of our modernisation programme over 
the next two years. 

We are continuously being exhorted to in- 
crease production, and most industrial com- 
panies with the finance available are doing 
this by increasing the size of their plant and 
factory capacity. This development has been 
going on continuously in this group for the 
last few years. Here a note of warning is 
required. At a certain stage of development 
larger scale production decreases cost. In 
our case, however, we consider that the in- 
crease in plant expansion has gone far enough. 
We intend to concentrate in future on trying 
to reduce cost of production by the moderni- 
sation of existing installed plant and thus 
maintain our existing position on a more 
competitive basis—rather than to increase 
further our over-all production. 


RE-ORGANISATION AND MODERNISATION OF 
THE MILLS 


Internal reorganisation and modernisation 
long planned are being steadily carried out at 
Midland Mills in Bradford. At the Britannia 
Mills of Christopher Waud & Co., the new 
mill building is now completed and new 
machinery is being progressively installed. 
Hindle & Firth, Lid., and Crabtree Bros. 
(Bradford) Ltd. continue to experience ex- 
cellent demand for their specialised products 
which enjoy a high reputation. At Barn 
Mills, Carrickfergus, Ulster, I am glad to be 
able to report operative acceptance of Brad- 
ford production standards, and both earnings 
and production are increasing. I would also 
like to place on record the Board’s special 
appreciation of the work done by Mr Little, 
a director of the Ulster company, which has 
contributed so considerably to this satisfac- 
tory progress. I would again take the oppor- 
tunity to express our appreciation of the 
ready assistance in all matters which we have 


received from Government and other 
authorities in Ulster. 

The policy of trying to raise wages and 
reduce production costs is being carried out 
within the Group, as I am endeavouring to 
do in other textile concerns of which I am 
chairman. 


BONUS SCHEME OF PAYMENT BY RESULTS 


With this in mind, a bonus scheme of 
payment by results has been extended during 
the past year from the parent company to 
our Ulster company, where despite a two- 
shift system, initial production costs were un- 
satisfactory. With the full co-operation of 
the local trades unions and employees, we 
approached this question with great earnest- 
ness. The essence of the problem is to 
evolve the right system adaptable to the pro- 
cess and particular type of machine con- 
cerned, and to ensure that the worker shares 
fully, by increased earnings, in the savings 
resulting from increased production. 

The scheme is proving popular with em- 
ployees and the results are most encouraging 
both as regards higher production at reduced 
costs and the opportunity it gives operatives 
appreciably to increase their basic earnings. 
We hope to extend this scheme to the re- 
maining firms in the group. 

Welfare has been maintained at a high 
level. Social activities are well catered for 
and have proved a marked success. The new 
canteen is nearing completion and its facili- 
ties should be as good as any in the trade. 
Welfare arrangements at Carrickfergus have 
been a material factor in our increased pro- 
duction at Barn Mills. 


WOOL EXPORTS AND STERLING EXCHANGE 
RATES 


Speaking generally the export position of 
the wool textile industry, apart from other 
causes, is being impeded by vast leaks in 
the Sterling Area exchange control. As an 
example, imports of wool into France, thanks 
to sterling credits, have increased 75 per 
cent above the previous year. A good deal 
of this tonnage has been sold at a much 
cheaper rate to dollar purchasers than the 
official sterling dollar exchange. France’s 
total wool textile activity is now higher than 
pre-war, and is able to supply British over- 
seas customers at a lower price, largely 
through being able, by taking advantage of 
multiple cross-exchange rate practices to im- 
port wool at a much lower cost than British 
manufacturers. 

Even if export sales cannot be maintained 
at their present levels, there is still a very 
profitable future for the wool textile industry 
as the relaxation of regulations make more 
textiles available for the home market and 
reduces their ultimate cost to the ccnsumer. 


HOME MARKET PRICES OF FINISHED GOODS 


At present, the shortage of supplies in the 
home market is maintaining artificially high 
prices of finished goods. This shortage has 
resulted, for instance, in the fixed maximum 
percentage of profit allowed to wholesalers, 
makers up and retailers, becoming the mini- 
mum percentage. Thus, whilst the shortage 
of cloth continues, the consumer has no alter- 
native but to pay a high price for his cloth- 
ing. When normal conditions return and 
more supplies are available, retailers will 
compete with one another in reducing inter- 
mediary profits, in which the manufacturer 
is not concerned, and thus increase the 
volume of demand for textile products. 

_As I stated last year, production costs are 
higher than previously and still rising, thus 
narrowing our margin of profit, but by added 
production on the group’s available machi- 
nery, along with efficient reorganisation still 
being carried out, we again hope to present 
you with satisfactory results next year. 
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In conclusion, I wish to express my appre. 
ciation of the great help which your deputy 
chairman, Lord Barnby, has given to the 
business, and to congratulate your managi 
director, Mr. John S. Ambler, the directors 
and staff of the parent and subsidiary com- 
panies on the excellent results achieved. 

The report was adopted. 


PURNELL AND SONS, 
LIMITED 


STRONG POSITION DISCLOSED 


The fifteenth ordinary general meeting of 
Purnell and Sons, Ltd., was held or. June 
30th at the Waldorf Hotel, Aldwych, Lon- 
don, W.C., Mr W. Harvey (chairman and 
managing director) presiding. 

The secretary (Mr _ Bertram Clarke, 
A.S.A.A.) read the notice convening the 
meeting and the report of the auditors. 

The following is the chairman’s speech, 
which was circulated with the report and 
accounts for the year ended December 31, 
1948 :— 

May I, at the outset of my remarks, remind 
you that the profit and loss account now 
submitted to you covers a period of one year, 
whereas the comparisons for the preceding 
period cover 15 months. 

The profit for the year, before charging 
taxation, is £801,954, as compared with an 
annual rate of profit in 1947 of £983,676, a 
decrease of £181,722. Taxation has absorbed 
£465,145, leaving a net figure of £336,809, 
which compares with an annual rate of 
balance in the preceding period of £436,676. 

The installation of further new plant on 
which the 20 per cent. initial allowance has 
been provided, has censiderably increased 
the provision for depreciation. 

Your directors do not propose to make any 
transfer to reserve, and after providing for 
all charges and the dividends paid and recom- 
mended, there is a balance to be carried 
forward of £457,033 





THE REAL RETURN 


The balance-sheet shows that the capital 
employed in the business is £2,222,891 and 
after deducting the Preference share capital 
of £300,000 there remains the equity of the 
Ordinary shareholders £1,922,891, upon 
which the dividend of 80 per cent., less tax, 
gives a return of under 6 per cent. Your 
directors feel, however, that it is in the best 
interests of all to respect the Chancellor’s 
appeal for limitation of dividends. The 
current assets, together with the excess profits 
tax refund, total £1,010,715, which is more 
than sufficient to meet the current liabilities. 

The consolidated balance sheet confirms 
the strength of your company. 

At the present time the company’s ordet 
book is full and although competition is 
getting keener and markets are more difficult, 
particularly in regard to export tvade, I 
anticipate the results of the present year’s 
trading will be satisfactory. 

It is the intention of your directors to take 
the necessary steps, with your approval, to 
distribute out of reserves, cne Ordinary share 
for every five held, as a bonus issue. 

I cannot conclude these remarks without 
once again paying tribute to the work of my 
colleagues on the board, all of whom give 
their full time to the service of the company, 
and also express my hearty thanks to the 
staff and the workpeople, without whose 
wholehearted support the excellent results 
could not be attained. 

Addressing the meeting the chairman said 
that the company were increasing the Nomi- 
nal Capital of the company to £750,000 and 
application was being made to enable the 
directors to recommend a further bonus issue 
of one Ordinary share for every six Ordinary 
shares held. 

The report and accounts were unanimous! 
adopted and the dividend, as recommended, 
was approvec. 


Eee 





on ee her 


_ — =. = = = - 





ly appre. 
r de 


| to the © 


nanaging 
directors 
iry com- 
eved. 


NS, 


SED 

reting of 
or. June 
sh, Lon- 
nan and 


Clarke, 
1ing the 
Ors. 

speech, 
ort and 
nber 31, 


> remind 
unt now 
one year, 
receding 


charging 
with an 
33,676, a 
absorbed 
336,809, 
rate of 
436,676. 
plant on 
ance has 
ncreased 


nake any 
ding for 
d recom- 
carried 


¢ capital 
,891 and 
e capital 
ty of the 
|, upon 
less tax, 
Your 
the best 
incellor’s 
s. The 
ss profits 
is more 
iabilities. 
confirms 


’s order 
tition is 
difficult, 
wade, I 
at year’s 


$ to take 
roval, to 
ary share 


without 
rk of my 
om give 
ompany, 
s to the 
t whose 
t results 


nan said 
e Nomi- 
,000 and 
able the 
nus issue 
Ordinary 


meneeely 
men > 





space 


a e oe, ‘ 


aie 


es 
SS 





sigh ai Bs eae 


AE Ne: 


‘THE ECONOMIST, July 2, 1949 


CEREBOS 


LIMITED... 


A MOST EVENTFUL YEAR 
SALES RECORDS EXCEEDED 
MR JOHN WEEDY ON INCREASED EXPORTS 


The forty-fifth annual general meeting of 
the company was held at Cerebos House, 
London, N.W., on Wednesday, June 22, 
1949. Mr John Weedy, the chairman, 
piesided, 

The magpie is the statement by the 
chairman, which was circulated with the 
report and accounts for the year ended 
December 31, 1948: The year under review 
has probably been the most eventful in our 
history. With all the complications attaching 
to a major reconstruction scheme, our out- 
put was increased considerably, which 
reflects the greatest credit on our technical 
staff. 

Through causes over which we have no 
control, our plans are not progressing as 
quickly as we had hoped. ere is a big 
demand for all types of packaging machinery 
in overseas markets, to which the Govern- 
ment gives priority, particularly for hard 
currency countries, with the result that 
deliveries for the home trade are quoted two 
years ahead or more. 


CAPITAL EXPENDITURE 


Group commitments under this heading 
total £280,000. Future plans, now under 
consideration, may require a further 
£500,000. 


PRODUCTION COSTS 


Despite the introduction of labour-saving 
machinery, the upward tendency previously 
noted has continued. The cost of packing 
material, more than three times the prewar 
pce, is far too high, with the result that 
the margin of t on some of our lines 
is very small indeed. In the past year there 
has been no increase in the retail and whole- 
sale prices of our goods ; at the same time, 
manufacturing costs continued to rise, with 
a consequent closing of the profit margin, 
and earnings have only been preserved and 
advanced by widely increased sales. During 
the last ten years our profits have, in each 
year, been won not by advancing our prices, 
but by increasing sales to offset increasing 
production costs—the race for supremacy 
between these two aspects of our business 
proceeds. In the public interest we intend 
1 preserve, so long as we are able, our 
present selling prices, but this ideal will 
only remain practicable by even greater dis- 
tribution and more efficient and economic 
production. 


SALES 


All previous records were greatly exceeded 
and I am pleased to report that the demand 
continues. Our drive for sales abroad was 
handicapped by the restrictions on imports 
imposed by many countries, and increased 
local competition. Nevertheless, we improved 
on last year’s figures with a record turn- 
over. 


RAW MATERIALS 


The position has been eased by removal of 
conirols on many goods, but certain essential 
commodities remain u Government 
conirol. The Ministries concerned have 
shown a true ee of our problems 
and have proved most helpful. 


TRADE CO-OPERATION 


We are indebted to our trade customers 
- suppliers for their continued co-opera- 
10n, 


STAFF AND EMPLOYEES 


I wish to pay a warm tribute to all our 
staffs and workpeople for their unstinted 
efforts throughout the year. ‘Che fine team 
spirit which imbues them all materially con- 
tributed to the good results. As a mark of 
our appreciation we distributed a bonus of 
£45,000, which was shared by al! employees 
on the payroll at December 31, 1948 I feel 
sure the stockholders will heartily approve 
this payment. 

Steady progress has been made since the 
pension fund was established in 1927, and 
the total assets now stand at the very sub- 
stantial figure of £246,310. 

It was at one time thought that the intro- 
duction of the new National Health Insurance 
Act would impinge rather sharply upon 
Private pension funds, but the membership 
of the fund was virtually unaffected, a strik- 
ing testimony to the high regard in which it 
is held by the members. 

The company’s group life insurance 
scheme, which comes to the aid of the widow 
or next-of-kin of a deceased member at a 
tume when financial assistance is usually most 
necessary, is also appreciated, 


BALANCE SHEET ITEMS 


Fixed Assets—Since the close of our 

financial year we have entered into a con- 
tract to purchase, subject to the consent of 
the Charity Commissioners, the freehold of 
our Greatham factory. Assuming the trans- 
action will be carried through, we have, as 
explained in the accounts, made provision in 
sundry creditors for the cost. When the pur- 
chase has been comp!eted we shall then own 
the freehold of our head offices and, including 
our subsidiaries, four factories. 
_ An independent revaluation of land, build- 
ings, plant and machinery, after allowing for 
subsequent net additions at cost, resulted in 
a surplus of £277,955, which has been placed 
to capital reserve. 

The value of fixed tangible assets now 
stands at £749,065, compared with £312,626 
a year ago.. This figure will be substantially 
increased as and when new plant and 
machinery are delivered and we are 
permitted to proceed with the additional 
buildings required. 

Shareholdings in subsidiary companies now 
total £257,351. Each of our main sub- 
sidiaries had a record year and made great 
contributions to our total trade. 

Trade Investments.—These consist of a 
leasehold redemption policy and our interest 
in a foreign related company. Owing to cur- 
rency depreciation your board has now 
deemed it prudent to utilise part of the in- 
vestments and contingencies reserve, which 
had been specifically earmarked for this pur- 
pose, to reduce this asset to a more conserva- 
tive value. 

Current assets amount to £2.056,478, 
compared with £1,639,858, from which it 
will be seen that we have ample funds to 
movie for our programme of capital expen- 

ture. 

Stock in trade is increased by £28,000, 
which is mainly a_ reflection of our 
greater output. 

Sundry debtors, after provision for 
bed debts, are £82,000 more than last year, 
largely as a result of the substantial increase 
in turnover. 

Investments in British Government 
securities total £805,033—an increase of 
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£253,000, ,over. last . year’s figure... The 
accounts reveal that we made a loss of 
£4,399 on switching to our present invest- 
ments. 

Cash at banks and in hand js £136,000 
down, but holdings of tax reserve certifi- 
cates are £189,500 more than last year.. 

Reserves. ral reserve has been in- 
creased to £550,000 by a transfer of 
£46,866 from profit and loss account. We 
have also made an initial allocation of 
£50,000 to a reserve to meet the increased 
cost of plant and machinery replacement. 

Capital reserves now total £497,955 and 
revenue reserves £996,455. An aggregate of 
£1,494,410. 

Creditors, including provision for the 
purchase of the Greatham freehold, to 
which I have already referred, are £332,736, 
compared with £173,230 a year ago. 


PROFIT AND LOSS ACCOUN 


Under the provisions of the Companies 
Act, 1948, it is no longer necessary to pub- 
lish a profit and loss account of the parent 
company provided a consolidated account is 
produced for the group as a whole. Your 
directors have decided to avail themselves 
of these provisions, as all material informa- 
tion is disclosed in the consolidated profit 
and loss account. 

The total fixed assets for the group on 
revaluation, which affected both the : pesene 
company and its principal subsidiarie 
amount to £1,472,488. Current assets tota 
£2,379,466 against current liabilities of 
£966,187, an excess of £1,413,279. 

The aggregate of the capital and revenue 
reserves is £1,954,116. 

It will be noted that £382,000 has been 
provided for future taxation in addition to 
a provision of £318.758 in respect of current 
liability. 


CONSOLIDATED RESULTS 


The group trading profit, before charging 
taxation, depreciation and _ directors’ re- 
muneration, is £973,331, compared with 
£764,423 for the previous year. After pro- 
viding for taxation £516,196 and other 
charges referred to in the accounts the net 
profit of the group for the year is £395,774, 
an increase of £98,569 over last year. 

The balance available for distribution 
after transferring £46,866 -to general 
reserve and £50,000 to reserve for t 
replacement, and including £133,102 
brought forward from last year, is £432,010. 

The payment of a final dividend of 30 per 
cent., less tax, which, with the interim 
dividend paid in November last, makes 40 
per cent., less tax. for the year (£220,000), 
leaving a balance of £212,010 to be carried 
forward, was approved, 

The report and accounts were adopted. 
Mr R. V. Townsend, the director retiri 
by rotation, was re-elected and a vote o 
thanks to the chairman terminated the pro- 

ceedings. 





INDUSTRIAL AND . 
GENERAL TRUST, LIMITED 


“SORRY STORY OF 
NATIONALISATION ” 


The sixty-first annual general meeting of 
The Industrial and General Trust, Limited, 
was held in London on June 23. 

Mr. L. A. Stride, the chairman, in the 
course of his speech, said: Our gross income 
from investments has, this year, reached new 
heights and at £673,595 is about £23,000 
greater than the year before. We are recom- 
mending that the dividend and bonus on the 
Ordinary Stock shall be 16 per cent. for the 
third year in succession 

I have had occasion in the past to criticise 
the interference of the Government in in- 
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JEREMIAH AMBLER AND SONS, LIMITED 


MR EDWARD BEDDINGTON BEHRENS’ REVIEW 


The annual general meeting of Jeremiah 
Ambler & Sons, Limited, was held on July 
1, 1949, at Winchester House, Old Broad 
Street, London, FE.C.2, Mr. E. Beddington 
Behrens, M.C., Ph.D. (chairman), presiding. 

The following is the chairman’s statement 
as circulated with the report and accounts : 

I am again in a happy position in being 
able to present shareLolders with improved 
results. Profits for the year ending December 
31, 1948, after all provisions, except taxation, 
were £198,219, compared with £179,817 for 
the previous year. Our turnovez increased by 
30 per cent., largely due to our new mill at 
Carrickfergus, near Belfast, entering into full 
production. This increase in production has 
only resulted in a 3 per cent. increase in our 
total labour force. Taxation takes £107,786. 
The net dividend recommended at 14 per 
cent. on the ordinary shares and the dividend 
on the preference share capital require 
£30,271. The carry forward is increased from 
£70,155 to £138,484, equal to over four years 
preference and ordinary dividends at the pre- 
sent rate. The size of the carry forward 
should act as a stabilising dividend factor in 
future years. Our liquid position remains 
satisfactory, current assets of £799,811 ex- 
ceeding existing current liabilities of £274,786 
by £525,025. 

The annex to the accounts shows the 
record of your Company over the five years 
in which Lord Barnby and I have been 
directors; the 1948 results comparing with 
£35,168 in 1944. 


CAPITAL FOR MODERNISATION PROGRAMME 


Nevertheless, despite our paying out in 
dividends such a conservative proportion ot 
our earnings, the requirements of taxation 
are so high that we cannot replace existing 
machinery or provide for normal develop- 
ment, except by the issue of new capital. We 
are, therefore, considering the issue of further 
prior charge finance to provide for the com- 
pletion of our modernisation programme over 
the next two years. 

We are continuously being exhorted to in- 
crease production, and most industrial com- 
panies with the finance available are doing 
this by increasing the size of their plant and 
factory capacity. This development has been 
going on continuously in this group for the 
last few years. Here a note of warning is 
required. At a certain stage of development 
larger scale production decreases cost. In 
our case, however, we consider that the in- 
crease in plant expansion has gone far enough. 
We intend to concentrate in future on trying 
to reduce cost of production by the moderni- 
sation of existing installed plant and thus 
maintain our existing position on a more 
competitive basis—rather than to increase 
further our over-all production. 


RE-ORGANISATION AND MODERNISATION OF 
THE MILLS 


Internal reorganisation and modernisation 
long planned are being steadily carried out at 
Midland Mills in Bradford. At the Britannia 
Mills of Christopher Waud & Co., the new 
mill building is now completed and new 
machinery is being progressively installed. 
Hindle & Firth, Ltd., and Crabtree Bros. 
(Bradford) Ltd. continue to experience ex- 
cellent demand for their specialised products 
which enjoy a high reputation. At Barn 
Mills, Carrickfergus, Ulster, I am glad to be 
able to report operative acceptance of Brad- 
ford production standards, and both earnings 
and production are increasing. I would also 
like to place on record the Board’s special 
appreciation of the work done by Mr Little, 
a director of the Ulster company, which has 
contributed so considerably to this satisfac- 
tory progress. I would again take the oppor- 
tunity to express our appreciation of the 
ready assistance in all matters which we have 


received from Government and other 
authorities in Ulster. 

The policy of trying to raise wages and 
reduce production costs is being carried out 
within the Group, as I am endeavouring to 
do in other textile concerns of which I am 
chairman. 


BONUS SCHEME OF PAYMENT BY RESULTS 


With this in mind, a bonus scheme of 
payment by results has been extended during 
the past year from the parent company to 
our Ulster company, where despite a two- 
shift system, initial production costs were un- 
satisfactory. With the full co-operation of 
the local trades unions and employees, we 
approached this question with great earnest- 
ness. The essence of the problem is to 
evolve the right system adaptable to the pro- 
cess and particular type of machine con- 
cerned, and to ensure that the worker shares 
fully, by increased earnings, in the savings 
resulting from increased production. 

The scheme is proving popular with em- 
ployees and the results are most encouraging 
both as regards higher production at reduced 
costs and the opportunity it gives operatives 
appreciably to increase their basic earnings. 
We hope to extend this scheme to the re- 
maining firms in the group. 

Welfare has been maintained at a high 
level. Social activities are well catered for 
and have proved a marked success. The new 
canteen is nearing completion and its facili- 
ties should be as good as any in the trade. 
Welfare arrangements at Carrickfergus have 
been a material factor in our increased pro- 
duction at Barn Mills. 


WOOL EXPORTS AND STERLING EXCHANGE 
RATES 


Speaking generally the export position of 
the wool textile industry, apart from other 
causes, is being impeded by vast leaks in 
the Sterling Area exchange control. As an 
example, imports of wool into France, thanks 
to sterling credits, have increased 75 per 
cent above the previous year. A good deal 
of this tonnage has been sold at a much 
cheaper rate to dollar purchasers than the 
official sterling dollar exchange. France’s 
total wool textile activity is now higher than 
pre-war, and is able to supply British over- 
seas customers at a lower price, largely 
through being able, by taking advantage of 
multiple cross-exchange rate practices to im- 
port wool at a much lower cost than British 
manufacturers. 

Even if export sales cannot be maintained 
at their present levels, there is still a very 
profitable future for the wool textile industry 
as the relaxation of regulations make more 
textiles available for the home market and 
reduces their ultimate cost to the ccnsumer. 


HOME MARKET PRICES OF FINISHED GOODS 


At present, the shortage of supplies in the 
home market is maintaining artificially high 
prices of finished goods. This shortage has 
resulted, for instance, in the fixed maximum 
percentage of profit allowed to wholesalers, 
makers up and retailers, becoming the mini- 
mum percentage. Thus, whilst the shortage 
of cloth continues, the consumer has no alter- 
native but to pay a high price for his cloth- 
ing. When normal conditions return and 
more supplies are available, retailers will 
compete with one another in reducing inter- 
mediary profits, in which the manufacturer 
is not » and thus increase the 
volume of demand for textile products. 

_As I stated last year, production costs are 
higher than previously and still rising, thus 
narrowing our margin of profit, but by added 
production on the group’s available machi- 
nery, along with efficient reorganisation still 
being carried out, we again hope to present 
you with satisfactory results next year. 
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In conclusion, I wish to express my appre. 
ciation of the great help which your 
chairman, Lord Barnby, has given to the 
business, and to congratulate your managing 
director, Mr. John S. Ambler, the directors 
and staff of the parent and subsidiary com. 
panies on the excellent results achieved. 

The report was adopted. 


PURNELL AND SONS, 
LIMITED 


STRONG POSITION DISCLOSED 


The fifteenth ordinary general meeting of 
Purnell and Sons, Ltd., was held or Jume 
30th at the Waldorf Hotel, Aldwych, Lona. 
don, W.C., Mr W. Harvey (chairman and 
managing director) presiding. 

The secretary (Mr _ Bertram Clarke, 
A.S.A.A.) read the notice convening the 
meeting and the report of the auditors. 

The following is the chairman’s speech, 
which was circulated with the report and 
accounts for the year ended December 3], 
1948 : — 

May I, at the outset of my remarks, remind 
you that the profit and loss account now 
submitted to you covers a period of one year, 
whereas the comparisons for the preceding 
period cover 15 months. 

The profit for the year, before charging 
taxation, is £801,954, as compared with an 
annual rate of profit in 1947 of £983,676, a 
decrease of £181,722. Taxation has absorbed 
£465,145, leaving a net figure of £336,809, 
which compares with an annual rate of 
balance in the preceding period of £436,676. 

The installation of further new plant on 
which the 20 per cent. initial allowance has 
been provided, has censiderably increased 
the provision for depreciation. 

Your directors do not propose to make any 
transfer to reserve, and after providing for 
all charges and the dividends paid and recom- 
mended, there is a balance to be carried 
forward of £457,033 





THE REAL RETURN 


The batance-sheet shows that the capital 
employed in the business is £2,222,891 and 
after deducting the Preference share capital 
of £300,000 there remains the equity of the 
Ordinary shareholders £1,922,891, upon 
which the dividend of 80 per cent., less tax, 
gives a return of under 6 per cent. Your 
directors feel, however, that it is in the best 
interests of all to respect the Chancellor’s 
appeal for limitation of dividends. The 
current assets, together with the excess profits 
tax refund, total £1,010,715, which is more 
than sufficient to meet the current liabilities. 

The consolidated balance sheet confirms 
the strength of your company. 

At the present time the company’s order 
book is full and although competition is 
getting keener and markets are more difficult, 
particularly in regard to export tvade, I 
anticipate the results of the present year’s 
trading will be satisfactory. 

It is the intention of your directors to take 
the necessary steps, with your approval, to 
distribute out of reserves, cne Ordinary share 
for every five held, as a bonus issue. 

I cannot conclude these remarks without 
once again paying tribute to the work of my 
colleagues on the board, all of whom give 
their full time to the service of the company, 
and also express my hearty thanks to the 
staff and the workpeople, without whose 
wholehearted support the excellent results 
could not be attained. 

Addressing the meeting the chairman said 
that the company were increasing the Nomi- 
nal Capital of the company to £750,000 and 
application was being made to enable the 
directors to recommend a further bonus issue 
of one Ordinary share for every six Ordinary 
shares held. 


The report and accounts were unanioacuely 
adopted and the dividend, as recommended, 
was approvec. 
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CEREBOS 


LIMITED .. 


A MOST EVENTFUL YEAR 
SALES RECORDS EXCEEDED 
MR JOHN WEEDY ON INCREASED EXPORTS 


The forty-fifth annual general meeting of 
the company was held at Cerebos House, 
London, N.W., on Wednesday, June 22, 
1949. Mr John Weedy, the chairman, 
piesided. 

The following is the statement by the 
chairman, which was circulated with the 
report and accounts for the year ended 
December 31, 1948: The year under review 
has probably been the most eventful in our 
history. With all the complications attaching 
lo a major reconstruction scheme, our out- 
put was increased considerably, which 
reflects the greatest credit on our tec 
staff. 

Through causes over which we have no 
control, our plans are not progressing as 
quickly as we had hoped. There is a big 
demand for all types of sogipeg eeaety 
in overseas markets, to which the Govern- 
ment gives priority, particularly for hard 
currency countries, with the result that 
deliveries for the home trade are quoted two 
years ahead or more. 


CAPITAL EXPENDITURE 


Group commitments under this heading 
total £280,000. Future plans, now under 
consideration, may require a further 
£500,000. 


PRODUCTION COSTS 


Despite the introduction of labour-saving 
machinery, the upward tendency previously 
noted has continued. The cost of packing 
material, more than three times the prewar 
price, is far too high, with the result that 
the margin of profit on some of our lines 
is very small indeed. In the past year there 
has been no increase in the retail and whole- 
sale prices of our goods ; at the same time, 
manufacturing costs continued to rise, with 
a consequent closing of the profit margin, 
and earnings have only been preserved and 
advanced by widely increased sales. During 
the last ten years our profits have, in each 
year, been won not by advancing our prices, 
but by increasing sales to offset increasing 
production costs—the race for eee 
between these two aspects of our business 
proceeds. In the public interest we intend 
© preserve, so long as we are able, our 
Present selling prices, but this ideal will 
only remain practicable by even greater dis- 
tribution and more efficient and economic 


production. 


SALES 


All previous records were greatly exceeded 
and I am pleased to report that the demand 
continues. Our drive for sales abroad was 
handicapped by the restrictions on imports 
mposed by many countries, and increased 
local competition, Nevertheless, we improved 


on last year’s figures with a record turn- 
over, 


RAW MATERIALS 


The position has been eased by removal of 
Controls on many goods, but certain essential 
commodities remain under Government 
control. The Ministries concerned have 

a true Bec mneiagrare of our problems 
and have proved most helpful. 


TRADE CO-OPERATION 


We are indebted to our wade customers 
pd suppliers for their continued co-opera- 


STAFF AND EMPLOYEES 


I wish to pay a warm tribute to all our 
staffs and workpeople for their unstinted 
efforts throughout the year. The fine team 
spirit which imbues them all materially con- 
tributed to the good results. As a mark of 
our appreciation we distributed a bonus of 
£45,000, which was shared by al! employees 
on the payroll at December 31, 1948 I feel 
sure the stockholders will heartily approve 
this payment. 

Steady progress has been made since the 
pension fund was established in 1927, and 
the total assets now stand at the very sub- 
stantial figure of £246,310. 

It was at one time thought that the intro- 
duction of the new National Health Insurance 
Act would impinge rather sharply upon 
private pension funds, but the membership 
of the fund was virtually unaffected, a strik- 
ing testimony to the high regard in which it 
is held by the members. 

The company’s group life insurance 
scheme, which comes to the aid of the widow 
or next-of-kin of a deceased member at a 
tume when financial assistance is usually most 
necessary, is also appreciated, 


BALANCE SHEET [TEMS 


Fixed Assets—Since the close of our 
financial year we have entered into a con- 
tract to purchase, subject to the consent of 
the Charity Commissioners, the freehold of 
our Greatham factory. Assuming the trans- 
action will be carried through, we have, as 
explained in the accounts, made provision in 
sundry creditors for the cost. When the pur- 
chase has been comp!eted we shall then own 
the freehold of our head offices and, including 
our subsidiaries, four factories. 

An independent revaluation of land, build- 
ings, plant and machinery, after allowing for 
subsequent net additions at cost, resulted in 
a surplus of £277,955, which has been placed 
to capital reserve, 

The value of fixed tangible assets now 
stands at £749,065, compared with £312,626 
a year ago.. This figure will be substantially 
increased as and when new plant and 
machinery are delivered and we are 
permitted to proceed with the additional 
buildings required. 

Shareholdings in subsidiary companies now 
total £257,351. Each of our main sub- 
sidiaries had a record year and made great 
contributions to our total trade. 

Trade Investments.—These consist of a 
leasehold redemption policy and our interest 
in a foreign related company. Owing to cur- 
rency depreciation your board has now 
deemed it prudent to utilise part of the in- 
vestments and contingencies reserve, which 
had been specifically earmarked for this pur- 
pose, to reduce this asset to a more conserva- 
tive value. 

Current assets amount to £2,056,478, 
compared with £1,639,858, from which it 
will be seen that we have ample funds to 
meowatie for our programme of capital expen- 

ture. 

Stock in trade is increased by £28,000, 
which is mainly a_ reflection of our 
greater output. 

Sundry debtors, after provision for 
bed debts, are £82,000 more than last year, 
largely as a result of the substantial increase 
in turnover. 

Investments in British Government 
securities total] £805,033—an increase of 


a9 


£253,000, ,over. last . year’s figure. . The 
accounts reveal that we made a loss of 
£4,399 on switching to our present invest- 
ments. : 

Cash at banks and in hand is £136,000 
down, but holdings of tax reserve certifi- 
cates are £189,500 more than last year. 

Reserves.—General reserve has been in- 
creased to £550,000 by a transfer of 
£46,866 from profit and loss account. We 
have also made an initial allocation of 
£50,000 to a reserve to meet the increased 
cost of plant and machinery replacement. 

Capital reserves now total £497,955 and 
revenue reserves £996,455. An aggregate of 
£1,494,410. 

Creditors, including provision for the 
purchase of the Greatham freehold, to 
which I have already referred, are £332,736, 
compared with £173,230 a year ago. 


PROFIT AND LOSS ACCOUN 


Under the provisions of the Companies 
Act, 1948, it is no longer necessary to pub- 
lish a profit and loss account of the parent 
company provided a consolidated account is 
produced for the group as a whole. Your 
directors have decided to avail themselves 
of these provisions, as all material informa- 
tion is disclosed in the consolidated profit 
and loss account. 

The total fixed assets for the group on 
revaluation, which affected both the parent 
company and its principal subsidiari 
amount to £1,472,488. Current assets tot 
£2,379,466 against current liabilities of 
£966,187, an excess of £1,413,279. 

The aggregate of the capital and revenue 
reserves is £1,954,116. 

It will be noted that £382,000 has been 
provided for future taxation in addition to 
a provision of £318,758 in respect of current 
liability. 


CONSOLIDATED RESULTS 


The group trading profit, before charging 
taxation, depreciation and _ directors’ re- 
muneration, is £973,331, compared with 
£764,423 for the previous year. After pro- 
viding for taxation £516,196 and other 
charges. referred to in the accounts the net 
profit of the group for the year is £395,774, 
an increase of £98,569 over last year. 

The. balance available for distribution 
after transferring £46,866 -to general 
reserve and £50,000 to reserve for t 
replacement, and including £133,102 
brought forward from last year, is £432,010. 

The payment of a final dividend of 30 per 
cent., less tax. which, with the interim 
dividend paid in November last, makes 40 
per cent., less tax. for the year (£220,000), 
leaving a balance of £212,010 to be carried 
forward, was approved. 

The report and accounts were adopted. 
Mr R. V. Townsend, the director retiri 
by rotation, was re-elected and a vote o 
thanks to the chairman terminated the pro- 

ceedings. 


INDUSTRIAL AND . 
GENERAL TRUST, LIMITED 


“SORRY STORY OF 
NATIONALISATION ” 


The sixty-first annual general meeting of 
The Industrial and General Trust, Limited, 
was held in London on June 23. 

Mr. L. A. Stride, the chairman, in the 
course of his speech, said: Our gross income 
from investments has, this year, reached new 
heights and at £673,595 is about £23,000 
greater than the year before. We are recom- 
mending that the dividend and bonus on the 
Ordinary Stock shall be 16 per cent. for the 
third year in succession 

I have had occasion in the past to criticise 
the interference of the Government in in- 
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dustry and at the same time I have expressed 
the hope that it would realise the danger of 
the course it was foliowing before it was too 
late. Unfortunately my hope was vain. Con- 
sider the nationalised coal industry. We learn 
today that it has made a profit of 1; million 
pounds against a loss last year of 23; million 
pounds. This has been obtained by une- 
conomic increases in the price, the effects of 
which have been felt by almost every industry 
in the land. The railways make no better 
showing. 

I could go on with the sorry story, but I 
have said sufficient to illustrate the wide gap 
between Socialist promise and performance. 
These results were, of course, inevitable. The 
amateur cannot hope to rival the wide know- 
ledge and experience of the professional. 

Nevertheless, the Socialist Government are 
not warned by the dire consequences to the 
country of their ill-fated legislation but, in 
reckless haste, force the passage of the Iron 
and Steel Bill and announce still more ill- 
conceived nationalisation plans as their objec- 
tive if returned again to power. 

The report was adopted. 


BAKELITE LIMITED 
CONFIDENCE IN THE INDUSTRY 


At the twenty-third annual general meeting 
of Bakelite Ltd., held on Thursday, June 
23rd, at the company’s head cffice, 12, Hobart 
Place, London, S$.W.1, the chairman and 
managing director of the company, Mr H. 
V. Potter, B.Sc., F.R.ILC., M.1-Chem.E., 
presented the accounts and directors’ report 
for the year 1948. 

Mr Potter said that although the total 
sales had increased for 1948 compared with 
1947, the demand for the company’s products 
fell during the second half of the year, partly 
due to the importation into this country of 
moulding powder ordered previously when 
the demand exceeded supplies, coupled with 
the passing of the sellers’ market. The high 
purchase tax and the fall in the purchasing 
power of the £ also had their effect on the 
industry. 

The company’s direct and indirect exports 
amounted to more than half of the total 
sales, and in an effort to increase these ex- 
ports still further, sales representatives were 
sent to many countries during the year. 

Profits were affected by increases in price 
of raw materials, wages and other costs, and 
the inability of the company to pass on fully 
such increases. 

The capital reserves of the group amounted 
to £1,007,880, revenue reserves £628,818, 
fixed assets £902,693, current assets 
£2,282,051, and current liabilities £742,314. 

Production of urea moulding material 
commenced at the end of the year on the 
Aycliffe site. The company’s new research 
and development building at Tyseley will be 
ready for occupation shortly by the specialist 
staff which has been built up over a number 
of years, and which up to now has been 
housed in other localities. The Midland 
sales office has been moved to the centre of 
Birmingham during the year in order that it 
may be more accessible to customers. 

company have taken an interest in 

an associated company for the manufacture 

of laminated sheet in Hyderabad, India. The 

company’s subsidiary, Wareite Ltd., made 

progress during the year, and continues 

to receive favourable reports on the use of its 

decorative materials in ships, railway coaches, 
restaurants, etc. 

As to the future, Mr. Potter stated that 
business was now strictly competitive and 
exports had fallen considerably, partly due 
to exchange difficulties. The future of the 
home trade was also uncertain, but in spite 
of this recession the directors maintained 
their faith in the plastics industry as a whole 
and were confident that present difficulties 
would be overcome. 
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J. AND P. COATS, LIMITED 


MR ROBERT LAIDLAW’S REVIEW 


The fifty-ninth annual ordinary general 
meeting of J. & P. Coats, Limited, was held 
in Glasgow on June 23rd. 

Mr Robert Laidlaw (chairman of the 
company) who presided, said in the course 
of his speech :— 


ACCOUNTS 


I would ask you to note two things about 
the consolidated balance sheet. The first is 
that this balance sheet is a composite one 
compiled from the individual balance sheets 
of the parent company and various subsidiaries 
and as world conditions prevent us from 
moving funds freely from the parent company 
to foreign subsidiaries or vice versa, the 
balance sheet shows the seeming contradic- 
tion of having borrowed money while in 
possession of substantial liquid resources. 

A scrutiny of the 1948 consolidated balance 
sheet discloses a greater demand on the 
financial strength of the company. This is 
reflected chiefly in the greatly increased stock 
values. 

To the problem of maintaining working 
capital at an effective level we have to add 
that of providing for replacement of plant 
and machinery, extensions to existing manu- 
facturing units and possibly some new 
manufacturing units overseas. Provision of 
increased amenities for workers at all our 
mills also involves large expenditure. Present- 
day building and textile machinery costs are 
extremely high and in my view cannot be 
borne by the textile industry with any lasting 
prospect of making a reasonable profit. 

It was with the full realisation of the 
implication of these conditions, therefore, 
that your directors decided that the reserves 
of the company should be strengthened. As 
a first step, the labels which had been attached 
to the familiar reserves of the parent company 
have been removed, and one general reserve 
established. Out of the 1947 earnings we 
added £1,000,000 to this reserve, and this 
year it is proposed to increase it by a further 
£1,500,000. Unless the conditions alter, 
your directors intend to continue this policy 
as far as the profits of the company permit. 


PROFITS 


—— a ae a Pye the difference 
tween the profit o parent company 
and that of the Coats group for the year 1948 
was approximately £1,300,000. I take this 
opportunity of emphasizing that the profit 
which immediately concerns the stockholder 
is that of the parent company. 

The extent to which the company’s profit 
depends upon its export trade and income 
from foreign subsidiary companies cannot be 
too strongly emphasized, and you will realise 
this when I tell you that, during the last two 
years, less than 10 per cent. of the trading 
profit was earned in the United Kingdom. 

I would like to emphasize here that the 
essential purpose of trading is to make a 
profit, unless trading is conducted on a 
profitable basis the economy and the 
of this country are ultimately bound to s 5 


OVERSEAS MILLS 


Prior to 1913 the Coats group consisted of 
manufacturing units in 16 countries. By 1939 
this had risen to 25 countries. This great 
— ge in sacs number = manufacturing 

ts was fo upon the company b 
conditions ruling in the countries mamma, 
such as restrictive legislation or high tariffs, 
The issue was to manufacture in the 
or lose our trade. Today, I regret to say, the 
tendency for countries to follow the policy 
of self-sufficiency appears to be growing, and 
it is extremely difficult to estimate what 


return we might receive from any new over- 
seas venture. 


Since our last meeting, our subsidi 
company in Roumania has been nationali 

Official negotiations to fix the amount of 
compensation to be paid to British interests 
are at present taking place with the Polish 
and Czechoslovak governments. 

An agreement on compensation has been 
reached between H.M. Government and the 
Jugoslav Government. 

The over-all position is that so far we have 
received no compensation for any of our 
subsidiary companies in Eastern Europe 
which have been nationalised. 

The position in China is obscure. Our 
representatives have courageously remained 
in Shanghai, where we have a small mill. 

I am glad to be able to tell you that after 
prolonged negotiations we have regained 
control of our company in Japan, but the 
damage caused during the war will delay the 
development of production in these mills for 
some time. 


DEMAND FOR COMPANY'S PRODUCTS 


In the home market, there were signs of 
a falling off in trade, which has continued 
into the present year, particularly in domestic 
threads. A feature, however, was the lifting 
by the Board of Trade of the ban on pro- 
duction of handicraft threads. 


HOME MILLS 


The labour position at home shows little 
sign of improvement. So long as turnover, 
particularly in female workers, remains high, 
efficiency and production are bound to suffer. 
Every effort is being made to improve the 
position. 

Two further units have been acquired 
during the year, one at Broxburn in West 
Lothian, and the other in the east end of 
Glasgow. You will be interested to hear that 
the combined output of the home mills and 
dispersal units showed an increase in produc- 
tion compared with the previous year of overt 
40 per cent. in spooled goods and 20 per cent. 
in tubed goods. 

RESTRICTIONS ON TRADE 


I think there is little doubt that the interests 
of this country are bound up with the pro- 
motion of the largest possible measure of free 
international trade. In today’s conditions it 
appears unfortunately necessary to conduct 
much of this international trade. on a bi- 
lateral basis. It would seem sensible to me 
to ask that bi-lateral trade agreements should 
make prior provision for long-established 
exports, and that these should not be tampered 
with for the benefit of another trade for whose 
products a continued demand in the market 
concerned may be very problematical. 

I welcome the relaxation of various controls, 
which has been made during the year, and I 
trust that everything possible will be done to 
eliminate still further regulations which have 
now only limited value. 


RAW COTTON 


Violent fluctuations of cotton prices in 
Egypt during the last twelve months have 
been most unsatisfactory. It is interesting to 
note that the president of the National Bank 
of Egypt ascribes the tremendous rise in cotton 
values during 1948 to the operations of 

official organisations of certain ft 
governments.” Whatever the cause of 
rise in 1948 and the subsequent decline in the 
early part of 1949 to lower, but still inflated, 
values, it is an undoubted fact that such hi 
Prices one. amputee fluctuations ae 
Position of the manufacturer ex ingly 
Git; ondhe: any opieine doe cot: ia he 
best interests of the grower. 

The report and accounts were adopted. 
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HARLAND AND WOLFF, 
LIMITED 


WIDE RANGE OF SHIPS LAUNCHED 


IMPORTANT CONTRACTS 
COMPLETED 


SIR FREDERICK REBBECK’S SPEECH 


The sixty-fourth 2nnual general meeting 
of Harland and Wolff, Limited, was held on 
June 28, 1949, at the registered offices of the 
Company, Queen’s Island, Belfast. Sir 
Frederick E. Rebbeck, }).Sc., D.L., chairman 
and managing director, presided. 

The secretary, Mr A. T. Marshall, O.B.E., 
read the notice convening the meeting, and 
the report of the auditors. 

The chairman said :— 

As the statement of accounts and the 
directors’ report have already been in your 
hands for some time, I propose, with your 
permission, to take them as read. 

Although the new Companies Act now 
operative in Great Britain has not as yet 
been followed by similar legislation in 
Northern Ireland, we have deemed it 
necessary, in view of our extensive interests 
in Great Britain, to give effect in these 
accounts to the requirements of the new 
Companies Act, and as you will see, have 
included a consolidated balance sheet and 
profit and Joss account. 


RESERVES 


Whilst the statement of accounts is quite 
clear, there are two items to which I feel 
I should briefly refer. The first is the in- 
crease under the heading Revenue Reserves. 
During each of the five years 1943 to 1947, 
in addition to the sum set aside for normal 
depreciation, a sum of £200,000 was set aside 
towards the excess cost of capital expendi- 
ture. This total of £1,000,000 has now been 
wansferred to capital expenditure replace- 
ment account, and is shown under the 
heading of Revenue Reserves. 

As you wili see, we have added £450,000 
to general reserve, making a total of 
£1,250,000._ This substantial transfer to 
general reserve has been made possible ty 
the release of £370,000 formerly provided for 
contingencies, and now no longer required. 
With the balance of £236.139 carried forward 
in the profit and loss account, the gross 
amount of our revenue reserves and un- 
divided profits now stands at £2,586,139. 


DIVIDEND MAINTAINED 


After making the transfers to reserves 
shown in the accounts, the profits enable us 
t© continue the same dividend payment as 
made on the ordinary stock for the last 
few years, with an increase in the carry 
forward. 

The second item to which I would draw 
attention is the setting dside of the sum 
of £170,000 for pensions for senior execu- 
tves, including some who are members of 
he board, and for some of whom no pro- 
vision has been made. This was an unsatis- 
factory state of affairs, which the board felt 
should not be allowed to remain. 


SHORTAGES AFFECT OUTPUT 


The company’s output of ships and 
machinery was again affected by the con- 
unued shortage throughout the year of steel 
and other ‘materials and equipment, and 
- this prevented our capacity from 

ing fully utilised, we again had the highest 
guiput for the whole of the United Kingdom. 

ne tonnage launched from the company’s 
shipbuilding yards totalled 126,468 gross tons, 
: the output of marine y was 

46,500 ILH.P. These figures did not include 
naval tonnage and horsepower, and were 
quite apart from 64,500 I.H.P. of diesel 
; ‘ry which was completed for land 
installations and auxiliary purposes. 

The ships launched covered a wide range 


of types, including a passenger liner, cargo 
liners, oi] tank vessels, Cargo vessels, cross- 
Channel ships, and vessels for the Indian 
coastal trade 


RECONVERSION OF LINERS 


During the year a number of important 
contracts in connection with the reconversion 
of large passenger liners were completed, and 
with the dearth of enquiries for new passen- 
ger ships, this work helped to maintain a 
better balance between the various trades 
employed by us. 

The steel constructional department has 
been employed to the maximum extent of the 
availability of steel; and we have still a 
considerable volume of work in hand in this 
department. 

Our repair works at London, Liverpool, and 
Southampton have been fairly well occupied 
with work throughout the year, but they 
have also to a varying extent been affected 
by the shortage of labour as well as material. 
Our engineering and shipbuilding establish- 
ments on the Clyde have been similarly 
affected. In spite of difficulties we are still 
providing work for over 38,000 workpeople. 

The company’s property and plant have 
been well maintained throughout the year, 
and most of our air raid damage repairs have 
been completed. There are certain items 
remaining to be attended to at some of the 
branch establishments, and these will be 
dealt with as soon as material and labour 


can be spared. 


SUBSIDIARIES’ PROFITS 


The accounts of our subsidiary companies 
show profitable trading results, and after pay- 
ment of dividends the balance of profit has 
been carried forward in the accounts of these 
companies. ‘fhe profits carried forward have 
been increased during the year by £90,010 ; 
and at the end of the year the total carried 
forward was £275,419. 

As regards the future, we still have a 
number of vessels to lay down in addition 
to those already under construction but as 
I have already said there is at present a 
dearth of enquiries for new tonnage, particu- 
larly for passenger liners—not because these 
ships are not required, but because ship- 
owners feel that the price is too high for 
them to pay. 

The report and accounts were adopted; 
the proposed dividend was approved ; the 
retiring directors, Mr Dennis Rebbeck, Sir 
John Craig and Mr William Strachan, jnr., 
were re-elected, and Messrs. Price. Water- 
house & Co were re-appointed auditors. 

The meeting terminated with a unanimous 
vote of thanks to the Chair. 


LONDON AND PROVINCIAL 
MILLINERY STORES 
SUBSTANTIAL EXPANSION OF TRADE 


The second annual general meeting of this 
Company was held on June 29, at the Hol- 
born Restaurant, London, W.C.2. 

Mr Leonard P. Jackson, chairman of 
the company, presided. 

The following is the chairman’s statement 
which was circulated with the report and 
accounts for the year ended January 31, 
1949: — 

During the period your company recorded 
a substantial expansion of trade resulting in 
a trading profit of £104,213, compared with 
£96,233 for the previous year. 

The upward trend of general expenses is 
reflected in the net profit for the period of 
£31,757 compared with £32,941, in spite 
of the substantial increase in your company’s 
turnover. In view of the general rise in 
overhead expenses, your directors havy 
effected economies in administrative an 
operating costs, the full benefit of which 
will accrue in the current trading period. 
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The crushing burden of taxation is illus- 
trated by the absorption of no less than 70 
per cent. of the net t and it will be 
seen that of the sum of £31,757 no less than 
£22,000 is required for taxation. 

A new branch has recently been opened 
in Derby, and opportunities for further ex- 
pansion are under constant surveillance by 
your directors, who intend that every branch 
added shall conform to the high standard 
of quality and service already established. 

I have referred to the substantial increase 
in trading, and the difficult conditions under 
which it was achieved, and feel sure that you 
will join with me in paying tribute to my col- 
leagues and to the executive officers and 
staff for their loyal and successful co-opera- 
tion on the company’s behalf 

The report and accounts were adopted. 





PLASTER PRODUCTS 
(GREENHITHE), LIMITED 


MR J. P. EVANS’S REVIEW — 


The twelfth annual general meeting of 
Plaster Products (Greenhithe), Limited, was 
held, in London, on June 30th. Mr J. P. 
Evans (chairman) presided. The following 
is his statement, circulated with the report 
and accounts :— 


My remarks this year may have the 
appearance of being somewhat abbreviated, 
but we have endeavoured to make the report 
of the directors as complete and explanatory 
as possible, and a circular was sent to every 
shareholder at the earliest possible occasion 
giving in principle the contents of that report. 


The main change in the balance sheet this 
year is the five per cent. unsecured loan 
stock, 1953-68, amounting to £150,000, 
which was mentioned in the directors’ report 
last year. This loan is redeemable over 20 
years at 101 per cent. and the first instalment 
of £7,575 is due on September 30th next. 


The bank overdraft and the acceptance 
credit, totalling about £71,600, have been 
reduced considerably during the year, but 
further reductions can only be made out of 
future profits, sales of small plant, and the 
continued disposal of houses which were 
acquired to house key personnel and are no 
longer required. 


Our sales staff has been increased and our 
delivery radius has been enlarged, with the 
result that our margin of profit is now some- 
what lower, but as with any continuous pro- 
cess, the plant must be employed substanti- 
ally to capacity in order to achieve efficient 
production. 


The Greenhithe factory, as mentioned in 
the report and circular, i; working to capa- 
city and will, I hope, continue to do so. 


At Bridgwater, some £400,000 is locked 
up in non-productive assets on which we 
incur expenditure for care and maintenance. 
Although every economy has been made, this 
liability, so long as it is with us, must be set 
against any profits earned from the Green- 
hithe factory. 


In the s e to preserve your com- 
pany’s business, I have had every help from 
my co-directors, the staff and many other 
friends outside organisation, but I regret 
to say that no rmment department has 
yet been able to find the necessary powers 
under which your company could have been 
granted the aid it needed. 


You will, I think, share my disappointment 
that the energy, initiative and ingenuity dis- 
played by shareholders, management and 
staff should have received such shabby and 
inconsiderate treatment in an effort to con- 
tribute something to the general welfare of 
the community. 


The report and accounts were adopted. 
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ENGLISH AND 
CALEDONIAN 
INVESTMENT 


MR HENRY LOEBL’S REVIEW 


The twenty-second annual general meeting 
of the English and Caledonian Investment 
Company, Ltd., was beld on June 24 in 
London, Mr Henry S. Loebl, the chaimran, 
presiding. 


The following is an extract from his state- 
ment circulated with the report and accounts 
for the year to March 31, 1949: — 


The investments at March 31, 1949, stood 
in the balance-sheet at £1,025,381 compared 
with £909,987 at the end of the previous year. 
The value of the investments, however, was 
£1,350,069, showing an appreciation over the 
book figure of £324,688, or of 31.66 per cent. 
compared with 41.39 per cent. at March 31, 
1948. This fall in the appreciation reflects 
the general decline in security values during 
the past year, although it is rather less than 
the decline in security values disclosed by 
the Investors’ Chronicle Securities Index. 


While our permanent investmen: in our 
subsidiary company remains unaltered et 
£30,000, the loan to that company which 4 
year ago stood at £33,000 has been repaid. 
This repayment has been made out of the 
proceeds from the sale of one of that com- 
pany’s properties, which realised a profit of 
£3,969, and which, being a capital profit, has 
been placed to capital reserve, as will be seen 
from the accounts of Encal Estates, Ltd. 
Against the reserve there has been written off 
the preliminary expenses of that company 
amounting to £305. 

Current assets consist almost entirely of a 
balance at the bank of £44,683, some £20,000 
less than last year. This reduced liquidity ‘s, 
however, more than ccunterbalanced by in- 
creased hoidings of British Government dated 
stocks, a very desirable feature, it is con- 
sidered, in view of present conditions, 


LARGER INCOME 


Income from investments including that 
from the subsidiary company, amounts to 
£69,163, which is almost £6,000 more than 
the income for the previous year. This in- 
crease is due chiefly to a higher average 
invested fund during the year, and also to 
a slightly higher yield on that fund. When 
it ts remembered that we have a fair sum in 
the bank uninvested, and large holdings of 
low yielding gilt-edged stocks, the increase 
in income for the past year can be regarded 
as satisfactory. 


After deducting administrative and sundry 
expenses, directors’ fees, and debenture stock 
interest, the net revenue for the year was 
£46,941, compared with £40,778 for the pre- 
vious year. After charging the sum of £21,199 
for taxation, and providing for the year’s 
dividend on the Preference stock, the amount 
earned on the ordinary stock was £17,492, 
equivalent to 15.90 per cent., which compares 
with 13.64 per cent. for the previous year. 
An interim dividend of 14 per cent. has been 
paid on the ordinary stock, and your directors 
now recommend the payment of a final divi- 
dend of Ope cent., making 74 per cent. for 
the year. sum of £10 has been trans- 
ferred to general reserve, leaving a sum of 
£9,420 to be carried forward. 


As to the expected results for the current 
year, I feel reluctant to make any forecast, 
confronted as we are with so many uncer- 
tainties. I may say, however, that at the 
present time we see no reason to suppose that 
the revenue for the current year will differ 
appreciably from that of the year under re- 
view. 


The report was adopted. 





BRITISH INSULATED 
CALLENDER’S CABLES 


DIRECT EXPORTS £10,000,000 


The fourth annual general meeting of British 
Insulated Callender’s Cables, Limited, will be 
held on July 22nd at Liverpool. 

The following 1s an extract from the circu- 
lated statement of the chairman, Sir Alexander 
Roger, K.C.LE :— 


Profit on trading, investment income and 
special receipts amount to £4,517,882, the 
substantial improvement on 1947 being due 
10 the considerably higher turnover achieved. 
Several factors contributed to this higher 
turnover, an easier supply position in certain 
raw maternals, increased efficiency, expansion 
of manufacturing facilites, and last but by 
no means least, the splendid effort by per- 
sonnel in all sections of the organisation. 


The crippling burden of taxation absorbs 
in the Parent Company £2,015,886, or some 
53 per cent. of profits. (In the group as a 
whole the charge is the enormous figure of 
£3,577,527.) 

There continues to be a widespread mis- 
understanding, sometimes deliberate, about 
the margin of profit available to those who 
venture their capital in industrial enterprises. 
A table showing how each £1 of the com- 
pany’s sales has been absorbed shows that 
almost 25 per cent. of every £1 goes to our 
employees in salaries, wages, pension funds, 
etc., and that the amount required for taxa- 
tion is almost twice the sum available for 
dividends and reserves. 


INCREASED TURNOVER 


The turnover of B.I.C.C. for 1948 showed 
an increase in value of 41.5 per cent.—home 
sales being up by some 29 per cent, and ex- 
port sales by the quite remarkable figure of 
86 per cent. over the corresponding figures 
of 1947. These achievements were largely 
due to the great increase in the volume of 
production, although the higher prices ruling 
during part of the year for copper, lead and 
other constituents were a contributory factor 
in the higher value of turnover. 

In our home business, which covers a wide 
field, we have continued to obtain our full 
share of orders, Dealing particularly with 
overseas business, our direct exports for 1948 
amounted to practically £10,000,000. Our 
overseas business is world wide, but our most 
substantial markets are still in Australia, New 
Zealand, India, Pakistan, South Africa, 
Argentina and Brazil, together with those 
countries or territories in which the tele- 
phone companies with which we are con- 
nected operate. We are again endeavouring 
to increase our business with North America, 
but the difficulties are very considerable, 
especially in view of the advantages pos- 
sessed by certain manufacturers there in the 
supply of base metals. 


THE OUTLOOK 


Although the demand for some of our pro- 
ducts is lower than a year ago, the demand 
for many others remains at a high ‘evel, and 
our total orders outstanding both for home 
and export are stil! very substantial. There 
has, however, been a marked change in the 
general position since I addressed stock- 
holders in 1948. With increasingly rigid im- 
port restrictions being applied by more and 
more countries overseas, and the definite 
change from 2 seller’s to a buyer’s market, in 
consumer goods in particular, both home and 
export business 1s becoming more difficult. 

This is a challenge to industry on which 
the exports of this country largely depend. 
Its past record, achieved by the energy, re- 
sourcefulness and long years of experience 
of both management and workpeople, is one 
of which we can all be justly proud. But 
Lom must be allowed to get on with the 
job. 
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PHILIP HILL INVESTMENT 
TRUST, LIMITED 


SIR BRIAN MOUNTAIN ON THE 
OUTLOOK 

The seventeenth ordinary general meeting 
of the Philip Hill Investment Trust, Limited, 
was held on June 28 in London, Sir Briag 
Mountain, Bt., chairman of the company, 
presiding. 

The following is an extract from the chair. 
man’s circulated statement. 

Your board has limited the dividends paid 
by our subsidiary companies to the invest 
ment trust to an amount which is just 
sufficient to enable the parent company to 
pay the dividend on its preference share 
capital and a dividend of 25 per cent. on its 
ordinary shares. 

In view of the continued limitation of divi- 
dends and the iractive condition of the stock 
markets for a great portion of the year, your 
directors consider this result satisfactory. The 
profits of the group represent approximately 
31 per cent. on the issued Ordinary share 
capital, as against the recommended distei- 
bution of 25 per cent ' 

Your wholly-owned subsidiary, Philip Hill 
and Partners, Limited, has during the year 
made several very successful issues and has 
consistently maintained its selective policy as 
regards the issues it sponsors. The board 
believes this policy to be in the real interest 
of both the company’s shareholders and of 
investors generally. 

With regard to the current year, I cannot 
foresee any material-change for the better in 
financial conditions; while the change-over 
from a sellers’ market to a buyers’ market, 
now generally accepted in most industries, 
coupled with the limitation of dividends, may 
tend to reduce our investment income. You 
directors are satisfied with the progress which 
has been made by the company’s South 
African interests to which reference was made 
last year. : 

The report was adopted, 


LONDON ELECTRIC WIRE 
AND SMITHS, LIMITED 
RECORD TURNOVER 


The fortieth annual general mecting of 
this Company was held in London oa 
June 28. . 

Mr W. J. Terry, chairman and managing 
director, in the course of his speech said: 

The balance profit for the year subject to 
taxation is £530,760, an increase of £61,715 
over the previous year. At the beginning of 
1948 the company had a full order book, te 
presenting an exceptionally large volume of 
business which was gradually reduced during 
the year, resulting in a record turnover, wh 
is reflected in the profits as reported. The 
position as regards export sales remained 
much the same as in the previous year. 

The improvement in the profits is entirely 
due to the turnover having been maintaine: 
at a high level throughout the year, and 6 
not the result of increased selling prices. 

During last year there were very heavy 
demands for our products, but the position 
has quite recently changed and there ate 
decided signs of a general recession. 

Our views in regard to nationalisation of 
industry, previously expressed, remain un- 
changed. It is difficult to understand why 
the present government has made such 4 
fetish of nationalisation when under private 
enterprise industry is already providing 30 
much in the form of taxation. 

With regard to the future our prospects 
depend entirely upon the future of electrical 
industry, which has a full programme before 
it. Our balance sheet shows a strong financial 
position, and we are therefore able and ready 
to take full advantage of any opportunitics 
which the future may provide. Ree 

The report was adopted and a final divi- 
dend of 6 per cent., making 10 per cent. for 
the year was approved. 
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ARMY AND NAVY | 
STORES, LIMITED 


DIFFICULT TRADING YEAR 


The seventy-seventh annual general meet- 
ing of Army and Navy Stores, Limited, was 
held on June 29 in London. 

Major General Guy Dawnay, C.B., C.M.G., 
D.S.O., M.V.O. (the chairman), presided, and 
in the course of his speech said: —The results 
of the year’s working show a considerable 
falling off in the gross profit from trading 
and all other sources, amounting in all to 
£139,888, whilst expenses were up by £40,850 
to a total figure of £733,243, leaving a balance 
of net profit of £277,460, or £180,738 less 
than for the previous year. While sales up 
to July were better than for the previous year, 
there was a considerable falling off during 
the autumn. Gross profit margins, subject 
to control, continued and still continue to 
decrease. Taking all these factors into 
account I think you will agree that we have 
come not too badly through a year of difficult 
trading. 

It will be seen that provision has been made 
for £70,000 to be placed to reserves, com- 
pared with £55,000 last year. It was thought 
advisable to increase the figure of £15,000 in 
contingencies reserve by a further £40,000. 
Whilst conditions remain as uncertain as at 
present, with the knowledge that any re- 
ductions in purchase tax fall directly on the 
retailer, your directors consider it prudent 
to maintain a substantial sum in reserve. 
The directors recommend the payment of a 
dividend of 10 per cent. and a 10 per cent. 
bonus, being the same as last year. 


STOCK POSITION 


In the balance sheet, stock in trade at 
£1,061,258 shows a decrease on last ‘year’s 
figure of £71,233. In normal times and pro- 
vided that the rate of turnover of all stock 
is satisfactorily maintained, it has been and 
will be our policy to keep stocks at a high 
level. But the times im which we live are 
umes of uncertainty as to the future. Prices 
of raw materials are falling, the export drive 
m many directions shows signs of slowing 
up, which, with other factors, may mean more 
and cheaper goods becoming available for 
the home market. There is also the old 
bugbear of the purchase tax which at any 
ume can be reduced by the Government 
by a stroke of the pen. Taking everything into 
consideration, while we are determined to 
maintain our standards of service and quality, 
iM 1s Considered prudent at the present time 
to reduce the stock figure. 


CURRENT YEAR’S PROSPECTS 


The current year is sufficiently advanced 
for me to be able to give you some indication 
of how things are going, and I do not think 
you will be surprised or unduly disappointed 
to learn that for the first four months of this 
year trading results showed a decline on those 
for the comparative period of 1948-49. Our 
company has never—at least not since I have 
known it—been inclined to favour a policy 
of excessive distribution of profits. We have 
aimed rather at building up and maintaining 
a strong financial position. The financial 
strength of the company, as shown by the 
excess of current assets over current liabilities 
m the balance sheet, is excellent. Your 
directors feel that the company is in a good 
Position to weather any storm which seems 
likely to break upon us. 


The report was unanimously adopted. 


THE “SHELL” TRANSPORT 
AND TRADING COMPANY, 
LIMITED 


ANNUAL GENERAL MEETING 


The annuai general meeting of The 
“Shell” Transport and Trading Company, 
Limited, was held on June 30th at Win- 
chester House, Old Broad Street, London, 
E.C., Sir Frederick Godber (chairman of the 
company) presiding. 

The secretary (Mr P. B. Brown) having 
read the notice convening the meeting and 
the report of the auditors, 

The chairman moved the adoption of the 
report and accounts and the payment of a 
final dividend for the year 1948 of ls. per 
share or £1 stock unit free of income tax. 

Sir Robert Waley Cohen, K.B.E., seconded 
the resolution. 

The chairman said: Mr Troughton, who is 
a shareholder, has written to me to ask 
whether I can give any information as to 
the production and prospects of the newly 
developed New Guinea field, which, as men- 
tioned in my statement, is a joint venture 
with two American companies and in which 
the group owns a 40 per cent. interest. 


THE NEW GUINEA FIELD 


As shareholders will appreciate, despite 
the tremendous advances in the science of 
oil exploration, or is still not an exact 
science, and it has not been our policy in 
the past to prophesy too much regarding the 
prospects of newly discovered fields. I 
would say, however, that there are a number 
of structures in New Guinea within the con- 
cession of this joint venture still remaining 
to be tested, and several structures which 
have been proved oilbearing, but which have 
not yet been brought into regular preduc- 
tion. We are satisfied that the investment 
that we have made to date will be justified. 
With a field which only came into regular 
production in December last, it is too early 
to give a reliable figure of production, but I 
may say that our forward estimates, which 
naturally are based on today’s expectation of 
world consumption, do allow of a steady 
increase in production from this area. 

The resolution was carried unanimously. 

The retiring directors, Col. Sir W. Charles 
Wright, G.B.E., C.B., the Hon. Francis Hop- 
wood, Mr Harold Wilkinson, C.M.G., and 
Mr James Westlake Platt, were re-elected. 

On the motion of the chairman, seconded 
by Mr George Legh-Jones, it was resolved 
that the vacancy caused by the retirement of 
Sir Henry McMahon, G.C.M.G., G.C.V.O., 
K.C.L.E., C.S.1., be left unfilled and that the 
number of directors at this time in office be 
accordingly reduced by one. 

The remuneration of the auditors, Messrs. 
Turquand, Youngs, McAuliffe and Co., was 
fixed. 


SHAREHOLDER’S THANKS 


The Rt. Hon. Lord Rennell of Rodd pro- 
posed a vote of thanks to the chairman, direc- 
tors and staff and congratulated them all on 
the results achieved and on the figures in the 
report and accounts. It was refreshing, he 
said, in these days of difficulty, and especially 
in these days when so much emphasis was 
put on the nationalisation of industries, to 
see what had been done in the past by enter- 
prise, from initiative and courage and what 
would be done in the future by those same 
qualities so long as they were allowed to 
reign and have the freedom to exercise them. 
At present they were restricted by the attempt 
to force so many people into a theoretical 
mould 

The vote was unsnimously accorded, and 
the chairman having acknowledged the com- 
pliment the proceedings terminated. 
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R. H. AND S. ROGERS, 
LIMITED 
MR LEONARD ROGERS’S SPEECH 


The 51st annual crdinary general meeting 
of this Company was held on June 29th 
in London, Mr Leonard S. Rogers, J.P., 
F.R.1.C.S. (chairman of the company), pre- 
siding. 

The chairman said: Gentlemen, Before 
Wwe commence our business I would remind 
you that last year I presided in the absence, 
through illness, of Mr Octavious Pullum, and 
I am sorry to say he has since died. For 
nearly forty-six year. he was associated with 
the company, being mainly responsible for 
the management and success of the London 
factories. 

The firm have lost a faithful servant and 
the directors a firm friend. He had many 
friends in the trade, all of whom will share 
our loss. Shall we stand in silence for a 
moment or two in kis memory? 

The meeting having stood, the chairman 
continued : 

The directors met in February last to 
consider the appointment of a chairman to 
succeed Mr Pullum and I had the honour 
of being appointed. 

The report and accounts, Laving been in 
your hands for some time, may I assume 
that they be taken as read? (Agreed.) 

The year under review has been one of 
continued difficulty in many directions 
particularly with regard to export trade. 
Owing to short supplies of home-produced 
raw materials, we entered into contracts to 
purchase foreign raw materials in our en- 
deavour to comply with the Government’s 
cry for exports, but in the m-eantime our 
export markets had been closed to us as our 
customers could not obtain the necessary 
import permits. Because these goods were 
purchased specifically for thc export market, 
the material must remain on our shelves, as 
the Board of Trade will not allow us to make 
it up for the home market althoxgh the 
trader is crying out for more goods. This 
freezing of raw material stock has a temporary 
effect upon the company’s liquid cash. 

THE ACCOUNTS 

Turning to the accounts, you will notice 
the stock is much increased from £141,210 
to £271,483, an increase of £130,273, as also 
are the sundry cred‘tors £107,432 as against 
£77,510, an increase of £29,922. These in- 
creases are attributable to enhanced prices, 
increased liability for taxation and, of course, 
the frozen export .naterial I have already 
mentioned. After providing for directors’ 
remuneration, depreciation, taxation and all 
charges the net profit is £16,114, to which 
must be added £14,853 balance of the Profit 
and Loss account at December 31, 1947, 
making £30,967 available for distribution. 
You will notice a slight reduction in the net 
profits, but an increase in the carry forward 
to profit and loss account after providing for 
the dividends recommended by the directors. 

Your directors have under consideration 
revision of the company’s Articles of 
Association. They have received little 
amendment for many years and it is thought 
desirable to bring them more into conformity 
with present day company practice. Unfor- 
tunately it was not possible to have the 
revised Articles ready in time to submit them 
for consideration at this annual general 
meeting and we may therefore call the share- 
holders together again before the next annual 
general meeting for that purpose. 

I therefore beg to move the adoption of 
the report and accounts and the payment of 
dividends as recommended. 

Mr Frank J. Lees (one of the joint 
managing directors) seconded the resolution 
and it was carried unanin:ously. 

The retiring director, Mr Edwin E. Allen, 
was re-elected, and the remuneration of the 
auditors, Messrs Harvey, Preen & Co., havi 
been fixed, the proceedings terminated with 
a vote of thanks to the directors and staff. 
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Investment Statistics 


Company Notes 


Patons and Baldwins.—After the deduc- 
tion of £211,351 net compared with £28,770 
net for writing down wool and top stocks 
to market values, the ret surplus of Patons 
and Baldwins was increased from £712,106 
to £726,669 in the year to April 30, 1949. 
A dividend of 20 per cent (same) has been 
paid on the old capital. 

British Insulated Callender’s Cables.— 
Consolidated trading profic of British Insu- 
lated Callender’s Cables increased from 
£4,525,389 (adjusted) to £6,565,195 and 
group net profit from £1,448,923 to 
£2,669,734 in 1948. Stocks have risen from 
£11,628,291 to £14,157,748. The bank 
overdraft of £798,376 at December 31, 1947, 
has been eliminated. Net current assets 
have increased from £11,492,804 _ to 
£15,361,133. 

English Sewing Cotton.—Group profit 
of English Sewing Cotton rose by £505,081 
to £1,287,908 in 1948. Stocks increased 
from £1,819,561 to £2,369,149 and cash 
from {£249,471 to £889,174. Net current 
assets were £2,775,948 at December 31, 1948. 

Angio-iranian —Net profit after taxation 
of Anglo-Iranian increased from £18,564,857 
to £24,064,920 in 1948. The dividend of 30 
per cent is the same as for 1947. The 
allocation to general reserve has been raised 
from £10,500,000 to £16,000,000. 

Richard Thomas and Baldwins —The 
consolidated profit of Richard Thomas and 
Baldwins for the 53 weeks ended April 2, 
1949, amounted to £5,018,208, compared 
with £5,791,541 for the previous 52 weeks. 
Extraneous and non-recurring profits of 
£255,864 against £506,605 are included in 
these figures. Net profit declined from 
£2,220,657 to £1,744,952. 

British Cocoa and Chocolate —The con- 
solidated balance on trading account of 
British Cocoa and Chocolate amounted to 
£2,493,985 in the year to January 1, 1949. 
Total group profit was £2,675,907 of which 
£2,569,079 was attributable to the Cadbury 
Brothers’ group. Net current assets at 
January 1, 1949, were £11,167,686. 

Selection Trust.—No bonus is to be paid 
by Selection Trust for the year to March 


31, 1949, compared with 5 per cent paid for 
the previous year; the dividend of 20 per 
cent is repeated. Total income is up from 
£828,528 to £956,809. 

Angio-Egyptian Gilfields —Net profit of 
Anglo-Egyptian Oilfields increased from 
£194,877 to £241,474 in 1948. The latest 
figure is struck after the allocation of 
£200,000 to exploration and general reserve 
compared with £350,000 in 1947. The divi- 
dend of 12} per cent on the “B” ordinary 
shares is unchanged. 

Carpet Trades.—Group profit of Carpet 
Trades before taxation in 1948 was £466,211 
against £507,639. The ordinary dividend 
of 20 per cent is the same as for the previous 
year. 

British Plaster Board.—Consclidated 
profit of British Plaster Board before taxation 
increased from £813,665 to £1,119,704 in the 
year to March 31, 1949. The dividend is 
again 25 per cent. 

Express Dairy —A dividend of 12} per 
cent, tax free (same), is to be paid on the 
“A” ordinary stock of Express Dairy for 
the year to March 31, 1949. Net profit after 
taxation has risen from £175,163 to 
£315,722. 

Trust Houses.—Net profit of Trust Houses 
declined from £250,856 to £146,965 in the 
year to March 31, 1949. The 8 per cent 
dividend is repeated. 

Associated British Picture.—The divi- 
dend of Associated British Picture has been 
reduced from 22} per cent to 20 per cent 
for the year to March 31, 1949. Trading 

rofit is up from £2,026,110 to £2,038,762 
ut met profit has been reduced from 
£513,901 to £450,613. 





Capital Issues 


OFFER TO SHAREHOLDERS 


Trinidad Petroleum Development.—of 
700,000 54 per cent cumulative redeemable 
£1 preference shares offered at 22s. per 
share, shareholders have taken up 635,000 
shares. 

Liebig’s Extract of Meat.—Preference and 
ordinary shareholders registered on June 20th 
are offered 1,000,000 44 per cent cumulative 


redeemable £1 sccond preference shares ¢t 
ar. 

Babcock and Wilcox.—Urderwriting has 
been complete for an issue to preference and 
ordinary stockholders registcred on June 20th 
of 2,000,000 4 per cent £1 cumulative re 
deemable preference shares at par. Ord 
nary stockholders registered on that date are 
offered 716,609 £1 ordinary shares at 57s. 6d, 
per share. 

John Smith (Field Head), wool combers. 
—Application has been made for permission 
to deal in the capital of £440,000, made up 
of £220,000 in 5} per cent cumulative {1 
preference shares and £220,000 in £1 ordi- 
nary shares. 

Grayson Rolio and Clover Docks.— 
Shareholders registered on June 28th will 
receive 157,650 five per cent cumulative £1 
preference shares in the proportion of one 
bonus preference share for every eight 2s. 6d, 
ordinary shares held. 

Brightside Foundry and Engineering.— 
Approval of the Capital Issues Committee 
has been obtained to issue one 5s. bonus share 
for each existing 5s. oidinary share held. 


New Issue Prices 





Issue | Price, yr 
Isoute | Price June 22, 
(a) 1949 
Arthur, Pret ; coh “are 20 6 21/9 
Assoc. Fisheries, Pret. ......... 21,0 19/0- 20/0 
Do. oO) See 326 Nil-—6d pm 
Bate (Wwn.), (Heolding-~), 4-2... 12/14" 11/4- 11/% 
Do. 5°, Cum Pref., 41..... 21,/3* ; 20/3—2L/3 
British Tobaceo (Australia). .... 32°0 | 2/3 2/9pm 
Caleutta Electric, 12.- paid..... 22/6 12 6--15/0 
Coleten Shien. Bas: . 3..0>s20560 28, 6* 23/9 - 26/3 
Do. 6%, Pref. . one 21/3-—-23/3 
Cons. Zine, Pref... seve 4280/0 18 14-187) 
Hamer-Porter Paints, Pret...... 21/6* 21/0— 22/0 
Do Ord, 5 ..++ (10°93% 10/6—-11/6 
Hindley (Holdings), 5 » wear See 11, 9—12/3 
Do. 44°, Cum. Pref, 41 . 20/0 | 20/9—21/3 
Malaya, 3°, (£50 paid) ........ 100 | 5a--5¢ dis. 
Monsanto Chem.,, 5/- ........6. 52/6 | 51/6-—-52/0 
Nairobi, 3}°, (£10 paid) ....... 98 4—tpm 
Patons & Baldwins, Ord. (¢2 pd.) {85/0 21/6—22/6 
eS a ee ee ee 1/4* 1 44-1 t 
Standard Fireworks, Pref.......  /21/9% | 20/9—21 
Stimpson Leathers, 5/-......... 133 10/9—11/9 


Do. .5% Pref., 1 .......... 21°0 f 
Teleph. & Gen. Trust, 34°, Deb. lois* 101--105 


Trinidad Petroleum, Pref....... (22/0 22, 0-—22/6 

Union Corporation ........... « | £20 6d—-9d pm 

Welkom ROO Xo aad s ceces 137 6 | 3/0—3/6pm 
* Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. 


Notes on the following company reports 


appear in the Supplement : Hudson Bay Company ; Automatic Telephone and Electric ; Rolls Royce ; British Timken, 


Prices, | ve et sfOSS Prices. | { 
Year 1949 2 ; | Price, Price, Yield, Yield, Year 19 Last Two || Price, || Price, | Yield 
Jan.1-June 29 Name of Security ae — —Z 7 Jan. Cees 99 ~—«Dividends Name of Security June 22, _—_. 29, jan? 
High Low | (n High Low (a) (b) {c) I we 
BR SH FUNDS Ea aie 6 <€ { 
100% 100} War Bonds 24% Aug. 1, 1949-51; 100} 100% 615 8,114 94 %, %, OTHER SECURITIES 
100}, 9944 Exch, Bonds 11% Feb. 15, 1950/ 1004 100° 0 910) 115 0} 106) 995 d) | (a) Australia $42, 1968-69 = 102 | 100} | ¢ 4 “I 
1024 1008, War Bonds 24%, Mar. 1, 1951-53) 100] 00h 0 15 4) 2 2 24 103) 99 (d) (é) Birmingham 23°, 1955-57..| 101 99° | 217 9 
1034 | 100} | War Bonds 24%, Mar. 1, 1952-54/ 100 100 0 1910/2 5 lq 68 3h 50 ¢ 50 ¢ Anglo-American Corp., 10/-.| — § | 6 41 9 
104% War Loan 34 o (after Dec. 1, 1952) | 101 100% 116 9 | 390 Ove 6 25 b 5 a Anglo-Iranian Oil, (1 |... ../| 7 ™ 439 
1034 100 War Bonds 24 » Aug. 15, 1954-56) 101% | 100% 1 8 6/212 44 80/3 696, 5.4 10 b Assoc. Electrical, Ord. fl...) T/ 10 45 5 
104% 100 | Funding 24% June 15, 1952-57../ 1014 101, 1-7 9/212 6H 82/6 696 p15 c 224 Assoc. Port.Cem.Ord.Stk i) 70/9 | T/exd 6 5 6 
105 101 | Nat. Def. $% July 15, 1954-58..!| 102)xd' l0lgxd 1 9 7 | 216 34 33/10) 22/6) 40 c 40 c Austin Motor, A°Ord.Stk.6-| 23/9 | 22/9 | 8 15 10 
106% 101f | War Loan 3% Oct. 15, 1955-59. .|| 103% | 102 1 8 9/216 14 81/-, 706 7a 7 6 Barclays Bank, Ord. “B’{1., 73/6 | T1/- | 318 10 
104 94 Sav. Bonds 3% Aug. 15, 1955-65) 101g | 100 | 113 0| 3 02104 181/9  142/6 425 c¢ +5 @ Bass Ratcliff, Ord. 2 | 143/- | 1143/9 | 3 9 Gt 
102 | Pending 247 Apel 15, 1956-61... - | 3. | i 2 M1 2 as of 1903/9 9% 6 8 a 12» British Oxygen, Ord. {1.... 92/6 | 91/10})4 7 0 
| Rundi 0! ‘ -69. . . | | 2 ‘Y 2ha 5 6b Courtaulds, Ord. 1..... <i /6xd i 
= 1084 |Sav. Bonds 3%, Sept. 1 1960-10. | _ | 1 : - 4 : : : ~ 24/9 || ate Tha Distillers Co. One 4. ae 3s 6 ; 1 
poem ‘0. ’ . i 1 | /-\ 21/9 8 ¢ 8 ¢ Dorman Long rd. £1... 5! 4 - 
tn at | Sex. Bonds 24% May aS recd 96 9; 114 0 | 217 58 T7/-. 60/- 15 < 15 ¢ Dunlop Rubies, Ont ti. a | ai | ; ¥ 
| 2s i viet. eget Toon oof 1220-76) 13h 112, | 1 7 81S 2 OF 49/44 43/15 3 a 7 b mp.Chem. Ind. Ord.Stkcgi| 44/- | 44/- | 4 i0 14 
» = (Ss a " * , 1965-75 i| 1 99} 1144 4;3 2 If 6% 54, 13ha 184 Imperial Tobacco, £1... | 54 5 16 19 
1105 | 1084 | Consols 4% {alter Feb. 1, 1957)..)| 101% | 105fxd 1 7 9) 3 2 2] 47/3, 32/6), 10 ¢, 10 ¢/ Lancs. Cotton, Ord. Stk fi. 33/6 | 33/1 609 
OTe 1008 Cony. Sho (after Apr. 1, 1961). || 103¢ | 102f 11412) 3 6 10] 51/6 43,6 | 10 ¢ 10 c Lever & Unilever, Ord. {1..| 44/4§ | saat /410 3 
Dok eee areas SH 244 (after Apr.1,1975)' 76f | 754 | 116 7/3 6 9} 61/6) 52/6) 10 ¢ 15 ¢ London Brick, Ord. Stk fi.) 58/- | 51/6 | 5 4 4 
ih (Asim Sone toes) Sp sp A/S ad as Ba HT Ny Re vaem ont Sh fo) Be | Be ga § 
Redemp. Stk. 3% Oct. 96 h 52/3 43/44) 12a 46 P.&O)Def. Stk f1......! 48/- = Is 
ft 134 Consols 2 8 ea ioc L tase a3 i TSpxd 116 4/3 6 1} 34R SLE | tTIhe F717, Prodeatish “AY FL ie i * SM 4 3 x 
1034 QTF Brit. El. $% Gd. Apr. 1, 1968-73' 101 99% | 114 2/3 1 9 57/9 52/9) 12h) 12h c Stewarts & Lloyds, Dei. fi.) 63/6 | $3/- | 414 4 
2034 | SHE | Brit. El. 3%, Gd. Mar. 15, 1974-77. 100 (114 7/3 2 49 78/9) 58/9 $2ha $5 b “Shell” Transpt.,Ord.Stk41| 59/9 | 60/7} | 2 9 6t 
Osh 98 | Bet: Pt: $% Gd. July 1, 1978-88, 98rd | Mixd 116 0) 3 3 9H GH} 5% | 1286) A2pa Tube Invest, Ord. Stk £17. 5 5H | 4 8 6 
| oe | Ret det 2 Ge ~ 1, 1968-73, 1005 99 1:14 5) 3 2 14 87/- 69/- EH, Sha Turner & Newall, Ord. Stk.f1| 10/ | 1/6 |4 31 
eit Os CO Sq May 1, 1990-95|_97j_| 941 1116 71314104 85/9 77/3) 15 6! 58 a Woolworth (F. W.), Ord. 5-| 78/9 | 80/- 4 7 6 
Redemption yields on stocks optionally or finally redeemable within the next five I | : al 
Caunetion sean out ae nro var that they — be repaid at the earliest date. 
yields on other ocks assume ‘ ing over ‘ “ . : ; 
will be redeemed at the earliest date (these are souted‘“s,end thee palo fon oon - pene. (6) Final. (c) Whole year. (d) Int. paid half-yearly. (¢) To earliest 
or less will be repaid at the latest date (marked ‘T). (n) Net yields are calculated after redemption date. (} To latest redemption date. (m) 15 months. Yield basis 25%. 


allowing for tax at 9s. in £. 





* Assumed average life 15 years 6 months. 






t Free of tax. 


(s) Yield basis 12°, 









(p>) Plus tax free bonus 24%. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the 12 days ended June BW, 1949, total ordinary 
revenue was £106, 185,000, against ordinary expenditure 
of £89,512,000 and issues to sinking funds £10,000. Thus, 
including sinking fund allocatious of £2,467,000 the surplus 
accrued since April Ist is £315,000 against £178,644,000 
for the corresponding pe riod a year azo, 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 









Receipts into the 


Exchequer 

| (£ thousand) 

| Esti Apri Apri | 12 
Revenue | mate, Days | Days 

1949 ie te ended | ended 


june | June 
30, 


1948 | 1949 


June , June 


1948 1949 













Revenue 
Income Tax.....- 1490001 
Sur tax .. | 105,006 
Estate, ete., Duties 176,006 
Stamps. ... 6-6-2 64 48, 51K 


209,202, 185,698 21,407, 51,334 
18,250) 22. 950 1,600 
46,750 44,000 4,500, 7,200 
14.685) 12,700) 1,050 1,500 






Profits Tax eh 22,160) 4,050 6,460 
EDT.  f | Meee 1,950 1,500 
Other Inland Rev 5 10 
SpecialGontnbuta. 4,600, 1,100 


@ 38,512 50,704 


Total Inland Rev. 206S50q) 354,022 
ea 829,650! 213,742 202,054] 25,584 26,730 
Machi. ids «ccs 


28,400 27,600 


Total Customs & 
Bucwe ...<.s004 


Motor Dutt 

Surplus War Stores 

Surplus = Kece:pts 
from Trad 

P.O. (Net Receipts) 


ila 000 4 ; 12 ’ 
. 7 P : “4 . } 
Receipts from 
Sundry Loans. . | - 2,012, 2,2 
Miseell. Receipts. . 0,00 14, 690: 17,98. 


Wireless Licences 

Total Ord. Rev. 3171 794, oo 756, 1s 
Seir-BaLancinG 

Post Olioe..... .. | 159,630) 37,060) 37,2 





ov 277 
“919 1,233 


93, 965 106185 


3,300) 6,450 


Crown Lands a 
Toone bax on 
K.P.T. Refunds 2,158 §=1,78 218 355 





Total... 3943080! 834,022. 795, 7661 97,4835 112990 195 766 97 483 112990 
Issues out of the Exchequer 
| to meet payments 

(£ thousand) 
Fsti- 


a 6} 6 
Days | Days 
ended , ended 
June | June 

30, | 30, 
1948 | 1949 

1,466) 


873 3,362 
206 = 301 


2,545, 3,663 
63,598 85,849 
66,143, 89,512 
120” 10 


Expeoditure mate, 


April | April 
1949 50) 1 





























to | to 
June | Ty 






ORDINARY 
Exrenpiture | 
Int. & Man. of} 
Nat. Debt. .... | 485, 
Payments to N. 
Ireland. ....... Bw, 
Other Cons. Fund 
Services ....... b 32, 


. | | SAB 527,¢ 
Supply Services .. 278136 


Total Ord. Expd.. 330836 
Sinking Funds ... : 


Total (excl. Self-| 


Bal. Expd.) ... | 66,263 89,522 


3,300 6,450 
218 355 


69, 781) 96 527 


Srre-BaLancine | 
Post Office... 2... . / 159.6 
ime Tax on! 





655, 37, 795,45 


After increasing Exchequer balances by {914,207 to 
£3,818,442, the other ations for the week increased 
the gross National Debt by £51,944,846 to £25,305 million , 


NET RECEIPTS (¢ thousand) 


Post Office and Telegraph. . ths Saanins choy sewacs 3: Ae 
as Trade Guarantees. .......cccccccccccce 53 
6,903 


NET ISSUES (£ thousand) 


Interest outside the 
EPT Refunds... ... poeennens se eneass “i 


Local Authorities Loans Sasa 2,700 
tton (Centralized Buying), BS) a ee 
ar on. (Public Utility Unde stakines), 1949, 


wos wes Wier Dena Geet uegescttttes 6 : Sonn 
ar mage omission oseeeves '’ 

Pearce Acts, 1946 and 1947: Postwar Credits... 714 

74,597 


CHANGES IN DEBT ({ thousand, 


Treasury Bills .... 8,028 | Nat. Savings Certs. 450 
24% Def. Bonds. .. 3°, Def. Bonds... . 540 


Tax Reserve Certs 8,878 Other Debt :— 
Treasury Deposit External ...... 6,781 
receipts ....... 59,000 Ways & Means 
Other Debt :-— Advances .... 1,155 
Internal ....... 3,643 
59,781 1,926 





FLOATING DEBT 


tmuihion;) 


Po and 
ans 
































Date __Advance- . 
| Bank 

Puble | ot 

Depts | Eng: 


jand 
4817-3 


2210-0 | 2243: 
4418-4 


> 













} 
), 2221- 


° | 
SP 2210-4 44 3469-6) 15 
2210-0 | 2221-1 369-6 | 19 3 
2210-0 | 2236-2 386-8 | 1 75 
2210-0) 2217-5 393-4 | ; 
2210-0 | 2252-2} o8)+t 1-5 5889-8 
2210-0 | 2234-0] 336-5 | 80 
2210-01 2244-29 322-8 |... 
2210-0 | 2249-07 306-7 | Qe 
| 














2210-0 | 2245-4] 322-1 | 9925 
2210-0 | 2247-64 334-5 | 1-25 
s} 2210-u | 2257-5] 530-8 | 0-25] 1204- 
4475-8 4329-9}... 11243-5]6049-2 















TREASURY BILLS 


(£ million) 






Average 
Rate 
2 Allot- 









Amount 


june 25 ae 170-0] 10 1-65 | 48 
Mar. 25} 170-0 | 307-7| 170-0] 10 4-96 | 32 


ape. 1 | 270-0 | 284-0 | avo-0} 10 2-92 | 49 
8 | 170-0 | 288-5 | 170-0] 10 2-85 | 47 
" 14 | 170-0 | 298-4 | 170-0] 10 2-60 } 42 
"92 | 170-0 | 299-0 | 170-0] 10 2-84 45 
* 99 | 170-0} 301-9 | 170-0] 10 8-44 | 43 

May 6] 170-u | 518-3] ate-u] 10 5-22 | 39 
, 13 | 170-0 | 302-0 | 170-0] 10 6-53 | 
"20 | 170-0 | 300-6 | 170-0] 10 5-56 | 45 
. 27 | 170-0 | 288-3 | 170-0 WO 6°79 49 

fune 3} 170-0 | 312-8] 170-0] 10 5-28 | 36 
, 10} 170-0 | 401-1 | 170-0] 10 568 | 44 
, IT P 170-0 | 276-6 | 170-0 lw 5-92 54 

24 1170-0 | 289-9 | 17C-0 W §-52 47 


——_—_ 

On June 24th, applications for bills to be paid on Monday, 
Tuesday, Wednesda y Thursday and Friday were accepted 
as to about 47 per cent of the amount applied for at 
£99 17s. 4d. and applic ations at higher prices were accepted 
in full, Applications for bills to be paid on Saturday 
were accepted at £99 17s. 5d. and above in full. £170 
million (maximum) of Treasury Bills are being offered 
for July Ist. For the week ended July 2nd the banks 
will be asked for Treasury deposits to the amount of 
£30 million (maximum), at 7 month. 


NATIONAL SAVINGS 
({ thousand) 


Week Ended my 
June 19JJune 18JJune 19 
1948 1949 1949 
avings Certificates ;— 
Receipts. ........ pepress 2,800 | 2,350 | 27,050 
Repayments .....+see4+- 2,850 | 2,850} 28,150 


Net Savings ..:..csesss. [Dr “so |b 500 91,100 
Defence Bonds :— —— — 


Receipts..... Se intiknee 750 810} 8,535 
Repayments ...+..se0e+- 635 691] 8,414 
Net Savings ..........:. 115 | 119 121 
P.O. and Trustee Savings —_— 
Banks :— 
Receipts.....+eeseeeee-- | 11,206 | 11,354 | 148,104 


Repayments ...cscceess» | 12,416 | 12,989 | 148,786 


Net Savings ..csccccesss Dr1,210 Drl,635 LD 682 


Total Net Savings......... JD ‘ 
Interest on certificates 564 5,614 
Interest accrued on sa’ 

remaining invested ...... 366 8.462 



































BANK OF ENGLAND 
RETURNS 











JUNE 20, 1949 
(ISSUE DEPARTMENT 

Notes Issued:- f Govt. Debt... sdis.10 

In Circulation 1277,879,092 Other Govt. 
In Bankg. De- | Seeurities ... 1288,167,771 
partment .. 22,368,741 | Other Secs... 805,533 

| Coin (other 
than gold). . 31,5% 
Amt. ot Fid, — 
Issue ....... 1300,000,000 

Gold Coin and 

Bullion (at 

172s. 3d. per 
oz. fime)..... 247,833 
130,247,833 "130,247,833 

BANKING DEPARTMENT 

9 £ 

Capital ..... + 14,553,000 Govt. Sees.... 338,923,941 
Rest... 35% = 3,596,875 | Other Secs. :- 60,075,031 

Public Deps.:- 22,041,979 Discounts and 
Public Accts.* 8,562;436 | Advances... 26,962,356 
H.M. Treas, | Securities... $3,112,678 

Special Acct. 13,479,543 
Other Deps.:- 385,486,641 

Bankers. .... 294,543,483 Notes..... eos oeeed68, 741 
Other Accs... GYO943158 CoM... scees 4,310,782 
425,678,495 425,678,495 


* Including Exchequer, Savings Banks, Comunissioners 
of National Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 


| June | | Ju June 









50 
Notes im circulation..... 1252- ar 1277-9 
Notes in banking depart- 





17-2, 21-4 22-4 





MNEs. cd cew canneries 
Govermnent debt and 

securities® . 2... cee De BBs 3,1299-2 
Other securities......... 8 0-7 «40-8 
Gold 02 0-2 


d °. 
Valued at s. per fine oz... 172/3) 172/3, 172/3 


Banking Dept. :— 
ts -— 





ublie Accounts y..6i... 






9-4 11-5 86 
Treasury Special Account 9-8 9-8 13-6 
WOO Si ss astees sees 297-3 302-3 294-6 
OOM ssa sv dtwiiwas 4 88-7) 87-2 90-9 
Total . ..2.00 c00.s0 cece +s 106-4) 410-8 407-6 
Securities :-—— {~ | 
Government......0...6. 357-3: 356-0 338-9 
Discounts, ete... . 2.6.65. +@ 22-1) 25-1) 27-0 
te, REET ae *Q 22-7/- 22-3) 33-1 
POO 6a Ue ihes ous nseetn “5 402-1 134 399-0 
Banking dept. res........ vs 25: 26-7 
70 % 
“ Proportion ”....ceesesece 6-5 





* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,350 million to 41,300 
million on March 4, 1948. 


‘““THe Economist” INDEX OF WHOLESALE 
PRICES 
1927= 100 


| June 29, | ime | June 28, 
1948 1949 | 




















eninge see 138-8 147-3 147-3 

divdes wee 192-0 181-6 178-9 
BEING 5. os ase ‘sce k ee 248-5 248-5 
Miscellaneous ...... seve] S5E°4.:} 247-8 | 147-8 


TOTAL INDEX .ceseseess | 164-2 | 167-5 167-2 
ee 


1913= 100 .. . 0.002. .- | 225-9 | 230-5 230-1 


GOLD AND SILVER 
The Bank of England's Official buying price tor goid 
remained at 172. 3d. per fine ounce throughout the week, 
Spot cash prices were as follows :— 









Sitver 









London 
r ounce 


New ew York| 1 Bombay 
per ounce per 100 


1949 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


f neorportted in the Cotony of Hong Koma) 
rue Liablifty of Members is kmitedto the exteat aad in manner pre cribed by Ordinance No. b 


of 1929 of the Coloay 
CAPITAL t Oo FULLY PAID UP - $20,000,000 
Re eeavE LIADHLITY OF PEMOERS. . - - : si0:900,000 
eT ead Office: HONG KONG 
Chief Manager: THe Howovrascx Sc Aerave Moxse, 0.B.E. 














Offi echurch Street, &.C.3 
fasta 2834 Se" A. M. Duscas Wattace 


SOCHIN A, MALAYA (C NORTH 
J Con.’ INDOCHINA ‘on. i : 

on “mnae! M 3 Haiphong Johore Bahru BORNEO (Con, 
CEYLON Bwatew Aaigoa Kuata — 
Colombo Ticateia JAPAN Lampar 1 ne ems 
CHINA Tsingpao Kobe Malacca PHILAE 

Amoy FUROPE Kure Muar =~ > 

Onaton Hamburg Tokvo Penang ar 
*Ohetoo Lyons okohama Singapore SIAM 





¥ . 
Ohongcing HONG KONG JAVA Sungei Patan’ Bangkok 


UNITED 






rel Calcutta * Branches at t not operating. 
ae BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trastees and Executors is also undertaken by the Bank's Trustee 


* ies i 
HONG KONG LONDON 








SINGAPORE 





Trade with Canada 


With over 500 branches extending from coast to coast, 
this Bank is in close touch with all phases of industrial 
conditiens in Canada, and we shall be pleased to 
receive enquiries from firms or individuals contem- 
plating au extension of their interests there. 





THE CANADIAN BANK 
OF COMMERCE 


(incorporated in Canada in 1867 with Limited Liability, 


2, LOMBARD STREET, LONDON, E.C.3 
Head Office: TORONTO, CANADA 
Moathly Canadian Commercial Letter available on request 


a 
eens 





UNIVERSITY OF BIRMINGHAM 


Applications are invited for the t of LECTURER (Grade IIc— 
£550-£600), or ASSISTANT LECTURER (Grade ITI—£400-£500) in 
ECONOMIC HISTORY. 


Salary and grade according to qualifications and experience. 

Duties to commence October 1. 1949. 

Candidates should have special qualifications in Modern Economic 
History. In the case of an appointment at the higher grade, pre- 
ference will be given to a candidate proveres to undertake ana 
promote research in the field of Industrial History. 
~ Further particulars may be obtained from the undersigned to 
whom applications, together with the names of three referees, shoula 
be submitted within a fortnight of the appearance of this advertise- 


ment, 
Cc. G. BURTON, Secretary, 
The University, Birmingham, 3. June, 1949. 








ERSONAL ASSISTANT/SECRETARY, aged 26, 








interests 
parliamentary and agricultural graduate ¢économics — and 

statistics, teaching and office experience seeks worthwhile job with 

individual or organisation doing constructive work.—Box 152. 





Tuition for a C a a 
The Longon University B.Sc. Boon. Degree is a valuabie qualification tor statistical 
research and welfare i 


work in commerce and industry, and or administrative 


for teaching 
ts under Education authorities, etc. The degree is to all without University 
eadencs . You may a for the three examinations at home under the ee 
guidance of Wolsey Hall (est. 1894): moderate fees payable by instalments, it desired. 


Prospectus from Dept. P17, WOLSEY MALL, OXFORD 


ain by St, CLuments 
at 22, Ryder rag ge London, 





ane 
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THE ENGLISH, SCOTTISH & 
AUSTRALIAN BANK, LTD, 


Head Office: 5 Gracechurch Street, London, E.C.3;' 









Subscribed Capital ..  €5,000,000 5 
Paid-up Capital eu in 7 we 3,000,000 igs 
Further Liability of Proprietors .. 3 ae 2,000,000 
Reserve Fuad ss 1,815,000 


Chief Office in Australia: 
Collins Street, Melbourne. 
and over 400 Branches and Agencies throughout Australia, ~~ 












ji its widespread connections, this Bank offers every facility for the 
a Sa et of Banking and Exchange busiaess with Austratia, 
J. A. CLEZY, London Manager and Secretary 


DEN NORSKE CREDITBANK 


Established 1857 


7 
i® al 
(mn 

Branches: Arendal, Flisa, Grimstad, Kongsvinger, Larvik, 

Lillesand, Mandal, Porsgrunn, Risor, Skarnes, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 
Telegraphic Address: ‘‘ Creditbank Telephone: ‘' 42 18 20 Osio” 


OSLO, 
NORWAY 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, 1 


ANNUAL INCOME EXCEEDS £18,000,000 

ASSETS EXCEED £107,000,000 

CLAIMS PAID EXCEED €198,000,000 
(1948 Accounts) 


OXFORD UNIVERSITY INSTITUTE OF STATISTICS 


Applications are invited for two junior research posts. Candidates 
are expected to have qualifications in applied economics, and 
be required to take part in the Institute’s research programme. The 
basic salary will not be less than £400 per annum. gre 
forms may be obtained from the Secretary, Institute of tistics, 


91, Banbury Road, Oxford. The closing date for applications & 
July 23rd. 





UNIVERSITY COLLEGE OF SOUTH WALES AND 
MONMOUTHSHIRE 


Applications are invited for the post of Assistant Lecturer in 
Economics at the present initial salary of £450 per annum. Super- 
annuation and Children’s Allowances, Applications (six co 
including two testimonials and the names of two referees) 
= es I the al trar, ene College, Cathays Park, 

, from whom further rticulars ma 
date, July 18, 1949. 2 eS ee 


LOUIS 8, THOMAS, Registrar. . 


DOMINION OF CANADA 


FOUR PER CENT REGISTERED STOCK, 1953-58 
For the purpose of reparing the Interest Warrants ber 
1, 1949, the BALANCES will be STRUCK at the close T= on 
August 2, 1949, after which date the Stock will be transferred ex- 
eeneene. x or the Bank of Pamtreal. Finencial Agents of the Govern- 
1e minion 0} na HARPE 
Manager, 47, Threadneedle Street, ©. oo ar ee a? 











C.2. July 1, 1949, 

geo CHEMICAL INDUSTRIES LIMITED, Dyestuffs 
Division, has two posts vacant in the Intelligence m of its 
Overseas Sales Department. The posts offer work of wide interest on 

ihe export ee of =~ Division's business. Applicants, who shou 
oO more than 30 years of age, should h I 
chemistry as one of the subjeute cae ee ee 
Chemical knowledge, however, is onl as a background, 


n 
and an interest in economic subjects, statistics, foreign affairs and a 
general aptitude for correlating facts and drawing conculsions are 
just as important. Knowledge of foreign lan ges is desirable but 
not essential. A year’s training in dyestults tebinshe be 
necessary before the successful applicants begin work in the 
Intelligence Section. Salary in accordance with training and 
wea plicati hould be made i Depa 
pplication shou made in writing to the Staff rtment, 
Hexagon House, Blackley, Manchester, 5, Ref. 


INT/OSD. Anyone 
who has answered a Dyestuffs Division advertisement in the last few 
months should not apply. 





GALES MANAGER required by well-known manufacturers of 
electric 


lamps. Only applicants with considerable experience in 
sales management should write in strict confidence to Box 184. 





“7 , y bi , T r ~ NEwspai ~~ 


ork, 6.—Saturday, July 2, 1 








